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Part 2 of the.“Getting Back to Normal” Series 
By Phil Morley 
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A New List 
of Strong 
Investments 


Our Mid-Year Folder pre- 


sents distinct opportunities for 


conservative investors to se- 
cure exceptionally good re- 
turns from _ securities with 


extra stability. 

Electric light and power 
companies under the manage- 
ment of our own organization 
are included in this list. 


A Convenient Partial Pay- 
ment Plan may be used for the 
purchase of Byllesby securities. 


Send for FOLDER F-70 


H._M.Byllesby & Co. 


Incorporated 
NewYork Chicago 
111 Broadway 208 Siseiie St 
Providence oston 
LOWeybosset St 14 Host Street 




















The future of 
Oil 
and 


Oil Securities 








Is not a period of under-production 
certain to follow the present period of 
over-production? 


Is there not now an opportunity to 
buy securities of large producing oil 
companies at Bargain Prices? 


These or other questions 


on the oil industry and 
oil securities carefully 
answered on request. 


Send for Circular A-15 


Henry L. Doherty 
& Company 


Bond Department 
60 Wall Street, New York 
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Where East Meets West 


"Oh, East is East and West is West, 
and never the twain shall meet,” 
— Kipling 
Today the Traffic Bureau of The 
Continental and Commercial 
National Bank of Chicago brings 
together the producer of the West 
and the consumer of the East; the 
planter of the South and the manu- 
facturer of the North. 
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You are cordially invited to utilize 
this service. 
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Complete Banking Service 
More than $55,000,000 Invested Capital 
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ANCTALWORLD 
INVESTORSSERVICE 


A service for investors, brokers and business 
men generally—a service based on the well 
founded belief that the interpretation of intrinsic 
values is the keynote of the successful applica- 
tion of investment capital. Not a service of tips 
or prophecies but an intelligent understanding 
of fundamental conditions around which security 
values are shaped. 


THIS SERVICE 


ineludes 

1. The furnishing every month of im- 
portant statistical tables giving sa- 
lient data affecting securities. 

2. The weekly letter—A 4-page review 
and forecast of investment oppertun- 
ities, issued on Friday. 

3. Special letters on investment tepics. 

4. Special 2-page supplement issued en 
the Friday falling nearest the ist 
and 15th of every month. 

5. Replies to inquiries relating te se- 
curities. 


6. Special investigations on order. 








TERMS: 
CLASS A SERVICE............ $50 A YEAR 
CLASS B SERVICE............ $25 A YEAR 
CLASS C SERVICE............ $15 A YEAR 


Descriptive Circular Upon Request 


The Financial World 


29 Broadway 


New York 
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United States and its possessions, Mexico and Cuba, $10.00 a year. 
Canada, $11.00 a year; Foreign Countries, $12.00 a year. 
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IMPORTANT 
When notifying The Financial World of a change in address subscribers should give both the old 
and the new address This notice should reach us about two weeks before the chance is to take effeet. 





Investors in Foreign Securities 
ané Exchange should receive our 
WEEKLY FOREIGN LETTERS 
and SUPPLEMENTS regularly, 
beginning with the Current Issue. 


This is 
“Accumulation Time” 
Foreign Securities 


1X the Current Issue of our Week- 
ly Foreign Letter, we discuss the 
latest developments Abroad, and com- 
ment on the Future Outlook affecting 
Foreign Security Prices. 
AN intensely interesting article by 
4\Eugene Meyer, Jr., reprinted by 
special permission, entitled 


WANTED—AN INTERNATIONAL 
SECURITY MARKET 


will accompany the above letter. All 
investors interested in Foreign Secur- 
ities should write for it. 


Simply request Letter No. 411 
supplemented by Price List, 
quoting over 100 active Foreign 
Issues. Mailed without obligation. 


Foreign Dept.—Street Floor 


MORTON [ACHENBRUCH & @ 


42 Broad Street. NewYork 
- MEMBERS - 
Chicago Stock Exchange Detroit Stock Exchange 
Pittsburgh Stock Exchange 














The Stop Loss 


—How to Use the Stop Loss Order 
—Protecting the Trading Capital 
—Protecting Profits when Made 


The above subject is fully explained in 
Chapter III of our booklet, 


‘Five Successful Methods of 

Operating in the Stock Market’’ 
Written by an expert. 36 pages, illus- 
trated by graphs. Second and enlarged 
edition now ready. Those interested in 
securing a copy of this valuable book 
should write on their business or per- 
sonal letterhead for B-5. 


SEXSMITH 


*AND COMPANY 


Investment Securities 


107 LIBERTY STREET, NEW YORK 

















YOUR MONEY 


is increased by your savings, but 
it is multipli d by your investments. 


You can start investing today. We 
specialize in selling small lots of stock 
either outright or on margin. 

It ‘s worth your while to investigate 
this method. Booklet F.W. explains it 
fully. 


WRITE FOR IT TODAY 


(HisHoL & (HAPMAN 


Members New York Stock Exchange 
71 Broadway New York City 
Telephone: Bowling Green 6500 
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Regarding The Work of 
The Financial World Investors Service 





HE most vital feature of an investors’ service is the list of recom- 

mendations offered to its clients. In erecting such a list the advisory 
concern has many things to consider and its success and reputation 
depend upon the correctness of its views. If it were possible to arrange a purely 
mathematical formula based on statistics of earnings, property value, etc., which 
would furnish a sufficient guide, the task would be greatly simplified, but there are 
frequently ten or even twenty equations in the problem. 


What a List of Recommendations Means 


When a list of recommendations has been compiled and published it does 
not look like anything formidable or complicated, but it should be 
understood that the securities recommended are selected after comparing 
practically all the issues in a certain group and weighing the merits of all from every 
angle. The casual observer will, in nine cases out of ten, find fault with the most 
carefuly compiled list. Other stocks or bonds will appear to him better bargains, 
and he will wonder why this or that issue is omitted. But there is always a reason. 





Another difficulty encountered in building up a list of recommendations 
is that it must be broad enough in its scope to cover the requirements of 
hundreds of subscribers who have varying desires or necessities. Some 
people are most concerned about stability of income and safety of principal. Others 
are willing to shoulder a moderate degree of risk in order to increase income return 
and chances of accretion in value. Still others wish to buy low-grade bonds or 
stocks which carry with them the greatest speculative chances. Finally, many people 
diversify their operations, putting part of their capital in safe bonds, part in dividend- 
paying stocks and part in speculative issues. 


The selections set forth in The Financial World Investors Service sup- 
plement from month to month include from seventy to seventy-five 
different securities in the various main groups of the market, and cover 
all the requirements of the average investor or speculator. We do not, however, 
include any highly speculative “wildcat” stocks or unseasoned specialties. The result 
of operating in such stocks is almost invariably loss, and so-called “advice” as to their 
movements is mere personal guess-work. There are certain limits to conservative 


speculation which should never be passed, and it is our endeavor at all times to keep 
within these limits, 





A subscription to The Financial World Investors Service will keep you 
posted as to all developments effecting values and prices, inform you 


specifically which securities are in the safest and most promising posi- 
tion, and will also warn you of any alteration in the outlook which warrants a 
change of position. 











Let us send you a descriptive circular, including a specimen copy of our 
weekly review of market conditions. Your name and address on the 
coupon below will bring it to you without obligation. 


THE FINANCIAL WORLD INVESTORS SERVICE 


29 Broadway, New York. 


Gentlemen: ei a ais ARN eel Re Ars Mame Scere gite ie fire outed ee ee Stee ee IE ic eke Ee 
You/may send me complete particulars 
about your three classes of service. Address 
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The Financial World was established to diffuse the truth about investments, has constantly maintained 
|| (his attitude, and will continue te do so, confident im its belief that as leng as it clings to this ideal 
it can count upon the support of the investing Dublic. : 
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What Becomes of Profits ? 


19 : Allis-Chalmers Manufacturing Company 


Where Available Profit Exceeds Reported Book Profits—A ‘War-Baby”’ 
That Made Good After the War 


reviewed to date where “available” 

profits not only equal the paper 
profits reported on the books, but where 
year after year they exceed the book 
profits. Every year after 1915 consistent- 
ly the book profits have been less than the 
really “available” profits—i. e., profits rep- 
resented by net cashables or by net real- 
izable assets. Unrealizable gains tied up 
in fixed plant I have studiously ignored 
as available profit, if profit at all. 


To is the first corporation | have 


Inventory gains L include in what I call 
available profits. These are realizable as- 
sets, although obviously gains tied up in 
inventories are not, in the strict sense of 
the word, immediately “available.” The 
point has an important bearing on Allis- 
Chalmers, 


Allis-Chalmers presents a case of ex- 
treme, good, old-fashioned conservatism 
in keeping books and reckoning profits. 
It charges ample reserves directly into 
costs. hat is why its “available” profits 
not only reach up to book profits, but ex- 
ceed them. 


PROFITS VS BALANCE SHEET 

Now, a very remarkable paradox, yet 
easy to explain, is that Allis-Chalmers 
stock has in the past sold highest on low 
profits, and sold low on high profits. 


That is an interesting commentary on 
the meaninglessness of a profits statement 
alone—unaccompanied by a carefully scru- 
tinized balance sheet. 


The biggest profits of Allis-Chalmers 
came in 1917 and 1918. Those years the 
stock sold lowest—lower even than 1915 
and 1916. 


The lowest profit in recent years was 
in 1919, That was followed by the high- 
est prices on record for the shares in 
1919 and early 1920, paying off all back 
dividends on the preferred in 1919, and 
start of 4 per cent. dividends on the com- 
mon in 1920. 


Why the reason for low share prices in 
1917-18 while maximum profits were pil- 
ing up? The profits were tied up in in- 
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By “SEELBY” 


ventories, therefore not strictly “avail- 
able.” Note how $5,041,000 of inventories 
piled up in 1918, and $4,479,000 in 1917. 
Observe how those huge inventory accre- 
tions surpassed all the record profits and 
ate up more capital besides. Note how 
net cash fell off. Fortunately the com- 
pany has never sold a dollar’s worth of 
new stock nor bonds nor had to raise any 
new capital since it started in 1913. 


Now note how in 1919 profits were low 
because inventories were unloaded; high 
cost merchandise was unloaded to the 
tune of $3,806,000 and net cash gained $6,- 
226,000. That permitted all back divi- 
dends to be paid off. The common sold 
above 50 for the first time in history in 
1919-20, and $1 quarterly dividends 
started in 1920 on the junior stock. 


Then note, after that, the very attrac- 
tive profits in 1920—second highest on 
record. Observe, however, the collapse in 
the stock from 53% high to 26% low in 
late 1920. The 7 per cent. preferred sold 
down to 67%. 


If you surmise that the drops in 1920 in 
the face of big profits, just like low prices 
during big profits in 1917-18, were due to 
the profits being tied up in inventories, 
and net cash declining away, you are 
right. You have hit the nail on the head. 


Inventories piled up the stupendous 
total of $5,834,000 in the one year 1920, 
or nearly double all the profits. Net cash 
dropped away nearly $4,000,000, after pay- 
ing two quarterly dividends on the com- 
mon, and putting cash into inventories. 
Even so, net cash position over $4,000,000 
to the good is much better than West- 
inghouse and General Electric, which start 
1921 “in the hole” as to finances, and with 
huge inventories. 


Allis-Chalmers stock moves upror down 
as the net cash position of the company 
moves up or down. It is more important 
to watch cash position . than~- merely 
“trofits’ alone. That has been the history 
of the past. It is the general rule in Wall 
Street. Statements of profits, alone, with- 
out a balance sheet, are only a delusion 








1—WEST ALLIS WORKS, WEST ALLIS, WIS. 


. 








2—BULLOCK WORKS, 
NORWOOD, OHIO. 3—RELIANCE WORKS, MILWAUKEE, WIS. 
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and a snare. If that be true in so conser- 
vative an organization as Allis-Chalmers, 
where available profits consistently exceed 


book profits, 
meaninglessness 


imagine, then, the utter 
of the ordinary book 
frofits stgtement alone, when unaccom- 
panied by a balance sheet. 


The last point has been particularly true 
of the general run, with few exceptions, 
of the motor, tire and rubber and oil cor- 
porations in recent years. New tools, 
moulds, models and in oil new wells and 
piping are not charged to working costs. 
They are charged to permanent plant. All 
items are kept out of working costs 
wherever possible, and charged up to per- 
manent plant (capital). That keeps work- 
ing costs low, and big profits can be re- 
ported, and “also in addition” big gains 
in new plant. Then, in their secret in- 
come-tax statements to the government, 
to avoid taxes on the huge “profits” that 
stockholders have heard about, exemp- 
tions are claimed for depreciation and ob- 
solescence of old plant. Allis-Chalmers 
has never resorted to such practice. 

ATTRACTIVE POSITION 

Its plant shows only moderate book- 
value accretion—to $14,033,000 to start 
1921 versus $12,263,000 at the end of 1914. 
In the year 1920 alone no less than $1,- 
&52,917 cash was spent on the new iron 
foundry at West Allis and extensions to 
the Bullock works. The enormous sums 
spent on new plant in the war and since 
lave been absorbed almost entirely into 
working cost and into reserves charged 
direct against income—not deducted off 
intangible “surplus.” 


Allis-Chalmers is now in a very attrac- 
tive position, thanks to the uniformly 
high profits of recent years, and the pay- 
ing off of all back dividends on the pre- 
ferred and start of dividends on the com- 
mon, 


If even 75 per cent. of average business 
of the last few years and average profits 
can continue, to say nothing of further 
growth, a substantial dividend increase 
would follow over the present # rate. 


FOREIGN COMPETITION 

“Available” profit for the common in six 
years to 1920 and including the compara- 
tively dull year 1915 amounts to $13,155,- 
(00. That is after paying off $8,074,911 
preferred dividends—49¥ per cent. or en- 
tire back dividends to 1913. The above 
net per share for the common is $50.99, or 
$8.75 per share per year. The actual net 
would be $9.80 per share were only the 
regular 7 per cent. preferred charge made 
and not back dividends. 


The outlook is not particularly bright, 
it must be admitted at the moment, for 
the continuation of such book profits—not 
in the immediate present and immediate 
future. The ultimate future is compara- 
tively uncertain. German and European 
competition is certain to cut down some 
of the markets and wartime 
prices and profits. Lower steel and cop- 


wartime 


per prices, and lower wages, taxes and 
freights may counter-balance. 
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. Allis-Chalmers Man’f’g Co.: Profits, Finances 


Finances; Book Profits vs. Available Profit; Share Prices; Dividends, etc. 
Finances: Debts; Cash and Other Assets; Capital, etc. (Dec. 31) 

















Cash Debts It Owes 1920 1919 1918 1917 1916 1915 

Bills, Acc’ts, Taxes, etc. $6,508,480 $6,141,198 $11,665,540 $6,165,400 $1,949,509 $1,547,2 3 
Funds on Hand to Pay Them : / ‘ 

Ce | .. wcdenteneserseees 888,202 1,105,806 1,951,139 947,767 560,989 1,123,095 

Receivables oe seewoers 7,806,851 4,647,076 7,100,491 7,678,276 9,201,853 3,919,966 

Salable securities ..... . 2,802,893 | 8,783,825 4,733,138 1,600,282 2,140,171 3,580,105 
Gross Cash above..... $10,997,946 $14,536,707 $18,834,768 $10,221,825 $7,903,013 $8,623,166 

Net Cash Position...... $4,399,466 $8,395,509 2,169,228 $4,055,925 $5,953,504 $7,075,883 
Other Assets : 

Inventories ; prepayments $19,701,155 $13,667,874 $17,473,079 $12,482,906 $7,953,291 $4,974,536 

Plants; fixed invest.... 14,033,827 18,368,993 15,075,000 12,603,650 = 12,851,364 12,301,260 
Issued Capital; Surplus ‘. ; J 

Fin ae Ms xonecenee $16,500,000 $16,500,000 $16,500,000 $16,500,000 $16,500,000 $16,500,000 

Common, par $100 ..... 25,770,750 25,770,750 25,770,750 25,770,750 25,770,750 25,770,750 

Profit-Loss Surplus 11,936,795 10,289,588 8,470,049 5,463,604 3,071,489 1,332,924 

Book Profits: Income, Less Booked Costs and Charges. (Year) 

Salen «5 vnc aveses $31,516,209 $30,224,083 $35,031,234 $26,129,317 $19,440,509 $11,666,413 

Other Income .......... 487,121 571,189 283,112 229,844 262,709 347,257 
Less: 

Mfg. cost; deprec’n..... 27,339,081 22,311,760 23,339,481 19,144,107 14,699,744 9,582,264 

Selling; general ........ Included = 2,515,798 2,220,166 1,906,264 1,838,454 1,353,054 

Th  Genccusesense tu 1,100,000 = 2,368,000 4,549,000 Ee -wagseene  <errnnace 

POTORE WEGEOSR.. nivivcs  sebensan senboons Ek <ectkess?  ~e:26ckés -s0niniacs 

Paid pfd. dividends .. 1,155,000 1,780,174 1,619,422 1,618,375 1,426,455 475,485 

ERE Eb Sevwessseeeseesen 1% 10% 10% 1044 % Y% 3% 

Net for common ....... $2,109,249 $1,819,540 $3,006,445 $2,392,115 $1,738,565 $602,867 
Per Share 

1: After 7% on pfd..... $9.31 $9.48 $13.40 $11.00 $7.81 Nil 

2: After actual pfd. div. 9.31 7.06 11.61 9.32 6.73 $2.40 

3: Paid on common .. 2.00 Nil Nil Nil Nil Nil 

“Available” Profit, in Realizable Assets; from Balance Sheet 
(For Common Stock, after Preferred Dividends) 

Inventory, up or down. $5,834,000 $3,806,000 = $5,041,000 — $4,479,000 52,979,000 $812,000 

Net Cash, gain or loss.. 3,996,000 3,226,000 1,886,000 1,898,000 1,122,000 270,000 

Paid on common ....... 762,042 0 0 0 0 0 

Net available ........... $2,600,000 $2,420,000 $3,155,000 $2,581,000 $1,857,000 $542,000 

D:D ocnedss0eune $10.09 $9.39 $12.18 $10.01 $7.22 $2.10 
Per Share: Prices, Earnings, Dividends, Yearly . 

Preferred 1921 1920 1919 1918 1917 1916 1915 1914 1913 
High ..83 (Mar23) 92 (Jan) 97 S614 86% 92 85% 49 3, 
SO  .ovek 70% (Junl0)  674%4(Dec) 81% 724 3 = 70% «38 32% 40 
Earned (Book 

profit is 164% 224% % 28%4% 26% 2144% 6%% 0 4%% 

Paid divs. ... 7 7 10 10 1044 +) 3 0 rT) 

Common 
High. oases 3914 (May2) 53% (Jan) 51% 37 325% 38 491% 14% 9 
SOOT scacck 2934 (Junl0) 2614 (Dec) 30 174 15 19 7% 6 7% 

Earned (Book profit....... oe 9.31 7.06 11.61 9.52 6.73 2.40 loss Nil 

Earned (Available) ........ ae 10.09 9.39 12.18 10.01 y f= 2.10 loss Nil 

PEER, - sacdenacduneosun® 4.00 2.00 0 0 0 0 0 0 0 

. ati Sea EAS alee ae ; = 





Orders on the books were $17,046,000 
to start 1921—about eight months at ca- 
pacity. In January $2,250,000 new orders 
were booked, including $1,250,000 from 
the Steel Corp. for electric generators at 
Gary. Orders were extremely light in 
February and March. Some improve- 
ment in April and May is reported un- 
officially. Sales billed were $7,656,218 the 
first quarter, and orders on the books 
stood at $12,943,633 on April 1. 


The figures emphasize the paucity of 
new orders in February and March, yet 
the stock advanced from under 30 to 
above 38, the advance being steady during 
February and March and April. The ad- 
vance suggests that first quarter opera- 
tions helped turn inventories into cash. 
The book profits reported for the quar- 
ter, $774,189, exceed (as did the sales) 
those for the first quarter of 1920, and 
equal a rate of $7% a share on the com- 
mon per year, after preferred obliga- 
tions. 

The history of the stock shows that 
profits and even sales count less than cash 
position. Allis-Chalmers started 1921 
with about $4,400,000 to the good net cash 
position. That is in sharp contrast to the 


average business whose finances to begin 
1921 were on the minus or red-ink side of 
the ledger—i. e., with more debts pay- 
able than funds and receivables with 
which to pay. Allis-Chalmers net cash is 
better than 1918 and early 1919. 
Inventories at $19,701,000 to start 1921 
are highest on record. Normal inventory 
carry was $5,000,000 before the war. Busi- 
ness has expanded since then. Larger 
stock of merchandise must now be car- 
ried. Perhaps $10,000,000 or slightly less 
would be normal inventory carry now on 
current prices for steel, copper, lead, etc. 
If the extra $9,700,000 of surplus in- 
ventory were converted into cash, even at 
a conceivable “loss” below the book value, 
oie might see the old paradox of a stock 
jumping in price while the company was 


“losing” on the books. Of course, it 
wouldn’t be losing money. It would be 
“losing” inventory values, and gaining 


cash. The inventories are all paid for. 
The igventory and cash position of Al- 
lis-Chalmers will be more interesting to 
watch the next coming months than any 
profits statement alone. 
of ° the 


The same is true 
industrial 
throughout the country. 


average corporation 
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EAR, the psychologists affirm, is 

far more contagious than hope, 

and there are many authentic rec- 
ords of the serious results of unwar- 
ranted apprehension. A case in point 
came under the observation of the 
writer many years ago. A cyclone had 
caused loss_of life and property in a 
western farming community. For 
months thereafter people lived in con- 
stant terror of a repetition of the dis- 
aster. Every family had its cyclone 
cellar and they retired to these refuges 
at the first sign of wind or storm. The 
appearance of a black cloud drove the 
workers in from the fields, and the 
aftermath of fear no doubt caused 
more mental disturbance and perhaps 
more tangible loss than the cyclone 
itself. There was no repetition, and 
gradually the fear subsided and the 
people went about their affairs as usual. 


The present state of world affairs is 
not strictly analogous with the circum- 
stance just related. There are real 
dangers now, real problems awaiting 
solution, but fear plays a decided part, 
not only in curtailing and stifling com- 
merce, but in retarding the solution 
of some of the problems. 

TANGIBLE CAUSES 

The greatest tangible drawback of the 
present is easily explained. Compara- 
tive dulness in general business and 
stagnation in some lines of enterprise 
are due largely to the moving or con- 
suming of stored-up goods. During the 
period of enthusiasm and alleged pros- 
perity growing out of war conditions, 
laborers and others found their income 
in dollars greatly increased. They could 
not understand that their real wages, 
i. e., the amount of goods their dollars 
would exchange for, were no larger 
than before. So they spent money 
freely, bought articles by the dozen 
instead of by the piece, and went into 
debt. They believed the good times 
would last forever. And the retailers 
and jobbers labored under much the 
same delusion. They stocked up free- 
ly at high prices without realizing that 
the wave of extravagant buying must 
soon come to an end. When the in- 
evitable reflex action appeared the 
masses were suddenly stricken with 
what has been aptly described as “price 
shock.” Before there was any sign of 
unemployment or wage reductions peo- 
ple began cutting down their exces- 
sive buying and using up what they had 
on hand. The retailers, as a natural 
consequence, stopped buying freely from 
the wholesalers, the wholesalers from 
the factories, and the factories from the 
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Getting Back to Normal 


By THOMAS GIBSON 


Article 2 
In the Cyclone Cellar 


producers. The falling off in retail 
trade has not at any time reached seri- 
ous proportions if the entire country 
is considered, but even in districts where 
retail trade has continued good the 
buying of both the consumer and the 
retailer has, during the last year, been 
on a hand-to-mouth basis. This view is 
supported by the records of freight 
car loadings in less than carload lots. 
These have for some time been run- 
ning far ahead of the corresponding 
weeks of 1920, although the total num- 
ber of cars has been much lower. For 











Reprinted from the New York “Tribune” 


example, during the week ended May 
21, 1921, the railroads handled 216,030 
cars of freight in less than carload lots, 
as compared with 160,009 cars in the 
same week of 1920. For the week 
ended May 28 the figures were 215,095 
cars in 1921 as against 150,595 cars in 
1920; week ended June 4, 195,246 cars 
against 145,179 and week ended June 
11, 215,740 cars as against 163,301. Yet 
the total number of cars handled in 
each of these weeks was much smaller 
than in the preceding year, the falling 
off being in products of mills and fac- 
tories, forests and mines. 

TENDENCY TO EXAGGERATE 

There is a general tendency to great- 
ly over-estimate the extent to which 
volume of business declines in a period 
of depression. Popular views are based 
upon the reports of closing of mines 
and factories, unemployment, and other 
visible evidences. The daily papers, 
from which the majority receives its tm- 
pressions, can make news out of the 
closing of a factory or the throwing 
of a thousand men out of work. They 
cannot make news out of such nega- 





tive facts as a factory continuing to run 
or men continuing to work. Unemploy- 
ment, which is generally looked upon 
as the surest evidence of hard times, 
is a most undependable barometer. 
When the demand for workers exceeds 
the supply efficiency rapidly declines. 
When the supply exceeds the demand 
by even a very narrow margin effi- 
ciency rises with equal rapidity. The 
records of copper mines and other 
enterprises where per man production 
can easily be measured shows that 
when employers are in a position to 
select their workers, laying off the in- 
efficient and keeping the efficient, the 
physical volume of production will rise 
from 25 to 60 per cent., according to 
the nature of the business. There- 
fore we may conceivably produce as 
much with a smaller as with a larger 
number of men. 

In former years of depression it has 
been possible to gain a fair idea as to 
the extent of the falling off in a period 
of business depression by examining 
the records of bank clearings. But, as 
explained in the preceding article, the 
wide changes in commodity prices have 
rendered this barometer almost useless. 
However, we may learn something from 
history. The worst period of depression 
in the last quarter of a century was 
the year 1908, yet bank clearings were 
only 8 percent below the previous high 
record in that year and reached a new 
high record in 1909. To put it the other 
way around, we did about 92 per cent. 
of the same volume of business in 1908 
as in 1907, the latter year being a ban- 
ner year in business, despite the finan- 
cial panic. 


TEMPORARY CHARACTER 

It must be apparent to every re- 
flective reader that this so-called “buy- 
ers’ strike” cannot continue for any 
considerable length of time. There has 
been no reduction in the purchasing 
power of the masses. In fact, the re- 
duction in wages has been less than 
the reduction in prices. That is the 
same thing as saying that the wages 
of those now employed are higher than 
they were before they were reduced. 
People are not going to quit eating, 
wearing clothes or consuming the 
things they have always consumed. 
When the surplus stocks of individuals 
and retailers are used up the dam 
which has been thrown across. the 
stream of commerce between the re- 
tailer and the wholesaler will be re- 
moved, and this will, in turn, release 
the dams between wholesaler and fab- 
ricator and between fabricator and 
Statistical evidence cover- 
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producer. 
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ing this phase of the problem is meagre, 
but the writer will venture the opinion 
that the surplus has already reached 
small proportians and that buying will 
begin on a larger scale in the near fu- 
ture—perhaps in the immediate future. 


He must be a thoughtless critic in- 
deed who can see nothing but evil in 
the working out of the deflationary 
process described in the foregoing par- 
agraphs. Bitter as the medicine has 
been it has unquestionably possessed 
remarkable curative powers. The orgy 
of extravagance has been checked, the 
widespread gambling in commodities, 
land, securities (and insecurities) has 
been halted, a menacing strain on our 
credit structure has been averted and 
we can now approach the problems of 


the hour with more intelligence and 
sanity. 


POPULAR FALLACIES 
Se much for the tangible drawbacks. 
It is now in order to consider briefly 
one of the most striking of the popular 
fallacies regarding the effects of war. 


There is a widespread and deep- 
seated belief among casual observers 
that the world has been impoverished 
by warfare and that it will be many 
years before the ravages of the con- 
flict can be overcome. As in the case 
of the dwellers in the cyclone belt, fear 
of future developments is more of a 
factor than the actual losses or incon- 
veniences occasioned by the disaster. 
Producers and manufacturers hesitate 
to extend credits, they hesitate to pro- 
duce or prepare for production or to lay 
in the stocks of goods which would 
be carried under ordinary § circum- 
stances. In our own case in particular 
there is plenty of work to be done, 
plenty of men and materials with which 
to do this work and plenty of money 
and credit to finance our domestic and 
foreign undertakings. Yet we en- 
counter doubt and hesitation on every 
hand. No one wants to be the first to 
shake off apprehension and lethargy. 
“Wait, things may get worse.” And this 
very attitude of doubt and procrastina- 
tion aggravates the dangers it seeks to 
guard against. 


As a matter of fact, the world was 
not appreciably poorer at the close of 
the war than it was at the beginning. 
There has been much shifting of wealth 
and much bewilderment and confusion 
have been engendered by 
other forms of 


this and 
disturbance. But the 
popular conceptions of the destruction 
of capital are gross exaggerations of 
what has really occurred. The average 
mind has been trained to express things 
in dollars, and the dollar sign blurs the 
vision and distorts the perspective in 
a hundred ways. As a simple example 
of this we hear that a shell for a certain 
tvpe of big gun costs a thousand dol- 
lars and we naturally visualize a thou- 
sund dollars being destroyed by the 
explosion of the shell. A little reflec- 
tion reveals the absurdity of this. All 
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that is lost is the labor and raw mate- 
rials involved in the making of the 
shell, and even this is unimportant, as 
all but an insignificant fraction of 
everything we produce is consumed even 
in times of peace. War calls for the 
withdrawal of men from _ productive 
work for purposes of offense or defense, 
and for intensified work on the part of 
noncombatants. This statement can be 
simplified by assuming a small com- 
munity consisting of a hundred men, 
who are living comfortably upon an 
island. Each contributes his share of 
labor and receives his share of the 
product. If it is found necessary to 
withdraw ten men in order to defend 
the island from a hostile tribe, they 
must be supported by the increased 
efforts of the other ninety. The accu- 
mulation of wealth, such as the build- 
ing of houses or other processes of 
turning labor into capital may be re- 
tarded, or may cease altogether, but the 
nation is not impoverished by this halt 
in progress. 


As this is an important point in our 
discussion, a correct understanding of 
which will serve to clear up many er- 
roneous ideas, it may be well to cite 
the views of one of our most distin- 
guished thinkers—Dr. H. J. Davenport 
of Cornell. In an address delivered 
at the annual meeting of the American 
Economic Association in March, 1921, 
Mr. Davenport, President of the body, 
said in part: 


“It is now to be emphasized that the 
world war has not left the world im- 
poverished, for the sole reason that it 
could not. Wars are supported out of 
current social product simply because 
they have to be. The poverty 
of public debts is a fallacy, except in 
the purely separatist sense that a na- 
tional debt may be held by foreign 
creditors. But just as in a na- 
tional inventory of wealth all domes- 
tic relations of debt and credit cancel 
out, so in a world accounting all in- 
ternational debts must disappear. 

The present tragedy of want in 
Europe represents for the most part, 
not the impoverishment of resources 
by the war, but only a paralysis of 
current industry—a war legacy of dis- 
order and disorganization.” 





And again: “It has become as common- 
place as self-evident that no future 
item of product can function as a sup- 
ply for either the civilian or the mili- 
tary needs of any warring country. 
Neither war loans, nor war taxes, nor 
any other loan or tax can make pos- 
sible the present consumption of a 
prospective product.” 


Doctor Davenport went on to show 
the impossibility of supporting war out 
of wealth left over from the past. After 
summing up the factors of stored-up 
war supplies, restriction of civilian con- 
sumption, failure to provide for depre- 
ciation, etc., he concluded that “the 
sum of all these levies on the past 





bulks small in relation to the total 
war requirement,” and that “in the 
large it still holds true that present 
war, like present peace, must pay its 
Way as it goes.” 


THE MISCHIEVOUS DOLLAR 


As stated, the mischief-making dol- 
lar sign gets in the way of clear un- 
derstanding of the effects of warfare. 
The consumption of materials, the 
wages of soldiers and all the other 
huge expenditures of war are expressed 
in dollars, and there is a vague impres- 
sion of the money itself being in some 
way destroyed. Of course this is im- 
possible. There is more money in the 
world today—real money, not paper— 
than ever before. Wars could be con- 
ducted without the use of any money 
at all—have been, in fact. 


The much-heralded destruction of 
capital is greatly overdrawn. Those 
who visit the battle-fields or the other 
scenes of actual conflict come away 
with impressions of devastation which 
bulk large because they lack compari- 
son with the whole structure. Belgium 
and a portion of France suffered most 
of the physical damage, and unbiased 
reports indicate that the greater part 
of the facilities or areas entering into 
the essential work of production have 
already been restored. Many lives have 
been lost, it is true, but there are 
consequently fewer people to provide 


for or to divide the fruits of production 
among. 


Considerable reconstruction work re- 
mains to be done, but the potential vol- 
ume of deferred work is much more 
important. In  hydro-electrification 
alone there is a tremendous field for 
constructive employment of men and 
materials... When the war broke out 
the world was on the threshold of the 
greatest program ever undertaken for 
turning the enormous water power now 
going to waste into electrical energy. 
This work has merely been suspended 
—not abandoned. Also we are far be- 
hind in the erection of dwellings and 
business structures, the expanding of 
railroad facilities, and in 


many other 
directions. 


It appears, then, that there is plenty 
of work to do and plenty of material 
resources and man power to do it with. 
It also appears that what has been de- 
stroyed by warfare is of comparatively 
little moment, so far as the future is 
concerned. As to the prevalent fear of 
widespread European bankruptcy, Eu- 
rope is already bankrupt if 
money as a yardstick. If a nation were 
to repudiate its entire debt, such action 
would not add a dollar to or substract 
a dollar from the national wealth, ex- 
cept insofar as the bonds held outside 
its own borders were concerned. As 
to the effects of repudiation on the 
creditor nations, it may be pointed out 
that a number of eminent financiers 


and economists have seriously discussed 
(Concluded on page 64) 


we use 


The Financial World 








Unfair Criticism of karm Mortgages 
Considered by Life Insurance, Savings Bank and Trust Companies as 
Dependable Income Producers 


mortgages as reckless is nothing 

short of a most unjustifiable at- 
tack on one of the safest securities on 
earth and which during the recent World 
War and readjustment period have 
proven themselves sound and absolutely 
dependable. 


TT: denounce investments in tarm 


If the writer of the accompanying criti- 
cism had taken the trouble to inquire 
among the largest investors in farm mort- 
gages, the great old line life insurance 
companies, he would have learned that no 
losses have been sustained in their in- 
vestments in farm mortgages, whereas Mr. 
Chas. A. Peabody, president of the Mu- 
tual Life Insurance Company, frankly ad- 
mitted before the Lockwood Investigating 
Committee that on stocks with a book 
value in 1906 of $34,096,453 held to De- 
cember 31, 1920, there was a loss on the 
latter date through depreciation, accord- 
ing to the testimony, of $10,000,000 


The life insurance companies, by virtue 
of their great and grave responsibility 
to widows and orphans, are conceded to 
represent the most conservative investors 
in this country. 

VALUE MAINTAINED 

To-day these companies on account of 

the farm mortgage’s proven dependabil- 


ity are eagerly adding to their holdings by - 


leaps and bounds, until at present the com- 
panies own about one-fourth of the entire 
output of farm mortgages in this country. 

If the writer of above criticism had in- 
terviewed the savings banks of New Eng- 
land, who always have been heavy invest- 
ors in farm mortgages, he would have 
learned that during the great war—dur- 
ing the great financial panics—during 
every acute industrial depression, the farm 
mortgage has proven itself one of the 
most dependable securities which has al- 
ways maintained its value. 

Agriculture is a basic industry of this 
country. , 

The official census of 1920 shows that 
an increase of $32/994,839,689 was added 
to the value of the farms of the United 
States, meaning value of land and build- 
ings, during the ten years ending Jan- 
uary 1, 1920. 

This represents an increase in value 
during the decade of 94.8 per cent. 

Increased values are reflected in a 
smaller growth in number of farms. 
There are 6,448,366 farms in the United 
States, as against 6,361,502 in 1910. The 
increase is 86,864, or only 1.4 per cent. 
In contrast, the increase from 1900 to 1910 
was 10.9 per cent. 

With only 1.4 per cent. increase in the 
number of farms during the last ten years, 
there is little if any danger of any suffi- 
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In the issue of June 25, 1921, of 
the Magazine of Wall Street the 
following inquiry appears: 

FARM MORTGAGES 
How They Compare with Lib- 
erty Bonds 

We are a religious corporation 
depending on donations for operat- 
ing our missions, but also receive 
large sums for endowment and an- 
nuity purposes. We have assets of a 
million and one-half dollars; we are 
tax exempt; we have accumulated 
in the past few years $30,000 in Lib- 
erty Bonds, received as contributions 
at par. In view of the fact that we 
are tax exempt it appears to us good 
policy to dispose of the Third and 
Fourth Liberty issue at the prevail- 
ing discount and reinvest in farm 
mortgages, which is our exclusive 
field of investment. We calculate 
that we would be able, by investing 
at from 6% to 7%, to make money 
by doing so. Would you advise us 
to sell at this time and reinvest as 
proposed? Or do you think the 
ov'tlook for higher quotations on 
the Liberty issues, in the near fu- 
ture, would warrant us waiting. 
You see it ts necessary, whatever 
the quotation for the Liberty issues, 
that the yield approach as nearly 
41447 as possible. The present yield 
is under 51%4%.—R. C. 

We do not approve of the sug- 
gestion contained in your letter. 
Disregarding the strength of your 
organization and its ability to care 
for any investments which it might 
make in times of general depres- 
sion, we feel that such a move as 
you speak of would be reckless in 
the extreme. To emphasize our 
point, we would call your attention 
to the highly inflated value of farm 
lands and the possible heavy depre- 
ciation there is room for. The re- 
cent fall in commodity prices has al- 
ready seriously affected the buying 
power of the farming community; 
and if perchance the prices of farm 
products continue to work lower or 
even remain stationary, a material 
lessening in the value of farm lands 
is quite probable. Mortgages taken 
out on farm lands to-day are hazard- 
ous, inasmuch as it is possible 
that, within a few years’ time, defla- 
tion in the value of farm property 
may be sufficiently heavy to bring 
the value of the land down to a 
point that would not cover the mort- 
gage. In no circumstances should 
you try to increase the income of 
your corporation through such 
methods. 








cient depreciation in farm values to af- 
fect farm loans adversely. 


It is likely that a part of the increase 





in value will not be maintained during the 
next few years, but there can be no doubt 
that before the next census is taken, that 
lands will have a stable value again, and 
likely be as high in price as they were 
January 1, 1920, with every possibilitv 
of going higher. 

The total acreage of tillable land is } » 
ited. As normal times prevail a2 iii, ac- 
companied by heavy immigration froi. the 
war stricken countries, the demand for 
good farm land will be accelerated and 
steady enhancement of present values in 
lieu of depreciation will then be the rule. 
In the meantime, the holders of farm 
mortgages conservatively placed will not 
lose any sleep for fear of depreciation. 

The writer of the above article states 
that farm mortgages taken out on farm 
lands to-day are hazardous. The fact is 
that all responsible loan companies trim- 
med their sails as soon as the first sign 
of land inflation set in, and their present 
ultra-conservative valuations will prove 
the farm mortgages made to-day as one 
of the best and safest ever made. 

HARVEST OUTLOOK 

Despite the drop in prices of farm prod- 
ucts, there will be a larger acreage har- 
vested this year than ever, and the gen- 
eral outlook for a bountiful crop was 
never more promising. 

The farmer is on the job, and during 
the present trying financial transition pe- 
riod, he continues to work night and day 
to produce the world’s greatest necessi- 
ties 

Strikes and unemployment are on the 
increase everywhere, jeopardizing the na- 
tion and the investments depending upon 
it The farmer does not strike and is 
never out of a job. He and his family are 
constantly at work. He plows and har- 
rows, plants and cultivates, reaps and 
threshes, sells his product for cash and 
then plows and plants again. Tempora- 
rily dislocated markets are not preventing 
the farmer from doing his full duty to- 
ward his farm and family and the nation. 

Farm mortgages are made on the basis 
of not exceeding 40 per cent. of a conserv- 
ative valuation, leaving ample margin 
for possible depreciation or other contin- 
gencies. To-day the farm mortgage busi- 
ness is in the hands of experienced and 
financially responsible loan companies of 
many years’ standing, whose equipment is 
such as to amply safeguard every ‘detail 
connected with the making of a farm loan. 

These companies first invest their own 
funds in these securities before offering 
them to the investor, and with a 7 per 
cent. per annum return offered to-day 
an investor will be far-sighted indeed to 


(Concluded on page 75) 
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New Interboro Probe 


Past, Present and Future Traffic Growth—An Attempt to Harmonize Stock, 
Bond and Note Holders, City and Public 


Part II of Two-Part Analysis 


HY the Interboro Rapid Transit 
Company “lost” money in 1917-8- 
9-20 was pointed out last week— 
i. e.. because bonded debt and charges in- 
creased enormously beginning 1916 to pro- 
3rooklyn, Queens 
subway 


vide for the new Bronx, 


and Lexington Ave. extensions, 
and the Elevated express routes and El 
extensions—and because traffic on these 
lines could not be expected to pay for it- 
self immediately—right from the start. 
The traffic has 


been and assures 


growth of passenger 


phenomenal, however, 
that a 5c fare will suffice, even now, with- 
out further trafic growth, to meet reason- 
able operating expenses, rentals and bond 
charges, and show a fair profit besides. In 
fact, traffic growth is scarcely more than 
begun. Building in Queens, Bronx and 
elsewhere along the new routes has been 


several years over-delayed. 
FIVE CENT FARE 
The “losses” 


Sc fare. Actually it never cost as much as 


were not real losses on a 


4c, net, to carry a passenger even at high- 
peak costs in 1919-20 on the super-expen- 
“Els.”’ That is by the Interboro’s 
own figures. The subways have been ex- 


sive 
ceedingly profitable. The profits however 
did not grow so fast as bonded debt and 
charges during the construction period of 
the new additions. Then, too, wage boosts, 
and war-peak costs for fuels and supplies, 
cut into profits per passenger, and vitiated 
increase in number of passengers, but these 
costs are coming down, especially the past 
few months. Also, very high rentals, over 
$6,000,000 a year paid to the Manhattan Ry. 
Co. for the lease of its “unprofitable” Els, 
versus only $2,450,000 a year paid to the 
city for the city’s very profitable subways, 
was another impediment to profits coming 
up to fixed charges. 

The 


would look rosy on a 5c 


future of Interboro 
fare, and very 
cheerful indeed, considering future growth 


immediate 


as Bronx, Queens, Brooklyn etc. build up. 
Two drawbacks exist. 

One drawback is the receivership since 
March 21, 1919 of the Interboro Consol’d 
Corp... the holding company in which the 
public holds stock. The other drawback 
is $41,000,000 of 7% notes—apart from 161 
millions in 5% bonds due 1956—owing by 
the Interboro Rapid Transit Co., the op- 
A 5c fare 


cannot possibly suffice for many years to 


erating company, and due 1921. 


come to pay off these notes, nor even a 
sizable part of the notes. 

Special provision is imperative to wipe 
this note debt off the slate. 

An interesting recommendation is made 
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By CARPEL L. BREGER 


farther along in this article, namely a 6c 
fare for a period of five or six years; the 
City to receive one-half the extra fare as 
one means of meeting the present inade- 
quate compensation of the City; the other 
half of the extra fare, plus further profits 
from certain economies, to be applied to 
retiring the notes 
will suffice happily. 


after which a 5c fare 





The receivership, of 
course, will also be smoothed out, as part 
of the plan. The plan aims to harmonize 
first, the City, which owns the Subways; 
and the public which must pay fares and 
taxes; the various companies and three con- 
flicting groups of bondholders, and fourth 
group of note holders. 


CORPORATE MAKE-UP 


For the benefit of readers who are not 
clear as to the corporate “make-up” of 
the Interboro System, a brief review is 
here given, as well as of the various bond- 
holders and others who share in the profits 
ahead of the City and ahead of stock- 
holders. ‘ 


The Interboro Consolidated Corp. is the 
name of the which the in- 
vesting public is interested. This is the 
cempany stocks (common and 
preferred, there are no bonds of this com- 
pany) are dealt in on the New York Stock 
Exchange. It does not own nor operate 
any railroads. 


company in 


whose 


Its main asset is (was?) all the $35,000,- 
000 common stock of the Interboro Rapid 
Transit Co. The latter equips and oper- 
ates the so-called “Interboro” (not Brook- 
lyn Rapid Transit) subways leased for 75 
years from New Yerk City, which con- 
structed and owns the subways; and the 
I. R. T. Co. also operates the “Elevated”: 
lines of New York City (not Brooklyn) 
umder a 999-year lease from the Manhat- 
tan Railways Co. which “owns” the El 
lines. 


INTERBORO INCOME 


Whatever dividends the I. R. T. Co. may 
pay on its stock (all owned by Interboro 
Con.) after the I. R. T. Co. first pays its 
fixed charges out of profits, is the only 
important income of Interboro Con. When 
such dividends ceased in the Spring of 
1919, Interboro Con. was forced into re- 
ceivership March 20,1919. 


The Con. controls the 
common stock of New York Railways Co. 
which operates the green street-car lines 
of New York City. 
in receivership. 


Interboro also 


This company, too, is 
Income from this source 
is therefore negligible—especially on a 5c 
fare, and the more so since future traffic 


growth of the metropolis is in other direc- 
tions than self-paying street cars. 

Out of whatever income the Interboro 
Con. may receive it must first pay 414% 
interest which it guarantees on $67,825,000 
of old Interboro-Metropolitan Co. bonds. 
No interest has been paid since October 
1918, and the bondholders claim, by de- 
fault, 97% of the common stock of I. R. 
T. Co. which is Interboro Con.’s main asset, 
and which was pledged as security on those 
bonds. 

The Interboro Consol’d Corp. was or- 
genized June 1915 to succeed the Interboro- 
Met. The Interboro Con. has 457,405 
shares of preferred stock, par $100, and 
952,627 shares of common stock, no par. 
The preferred stock pays 6%, 
when earned and declared (non-cumu- 
lative). It was paid three years to the 
middle of 1918. No dividends on the com- 
mon have ever been paid. 


but only 


The corporation 
has no bonds, but guarantees the Inter- 
boro-Met. bonds above-mentioned. 


LOW VALUATION 


Only $8,750,000 approximates the entire 
market value of all Interboro Con. capital 
stcck, common plus preferred, at $11 a 
share for the preferred and $4 for the 
common. This seems ridiculously low 
valuation for ownership of the common 
stock equity of the New York subways, 
Els, and green street-cars—after meeting 
fixed charges. 

The defaulted bonds of Interboro-Met.. 
guaranteed by Interboro Con. are secured 
by a pledge of $33,912,500 or 97% of the 
$35,000,000 stock of the Interboro Rapid 
Transit ‘Co., owned by Interboro Con. 
Formal claim for the security has been 
registered by the Guaranty Trust Com- 
pany, as trustee, by the Interboro-Met. 
bendholders protective committee. Inter- 
boro Con. stockholders also have a pro- 
tective committee. 


If this claim be valid, pressed, and al- 
lowed, only 3% of I. R. T. Co. stock longer 
belongs to Interboro Con., plus about 5% 
more which it would own through owner- 
ship of some of the Interboro-Met. bonds. 
These 414% bonds, selling on the Stock 
Exchange around 13, and with a strong 
claim on 97% ownership of the I. R. T. 
Co. common stock, are one of the anomalies 
of a queerly anomalous situation. 
¢ The Interboro Rapid Transit Company, 
ownership of whose $35,000,000 common 
stock is in question between the Interboro 
Consol’d Corp. and old Interboro-Met. 
bondholders, and whose stock is not 
traded in—and none of whose properties 
are in receivership—operates the subways 


The Financial World 














leased from the City, and the Els leased 
from the Manhattan Ry. Co. It is con- 
trolled as is also Interboro Con. by the 
Belmont (Rothschild) and Cornelius Van- 
derbilt groups and associates. Contrary to 
popular belief, it is not controlled, as yet, 
by the J. P. Morgan group, which is not 
even represented on the directorate. 

The I. R. T. Co. guarantees out of El 
profits, $1,808,280 a year interest on Ele- 
vated 4% bonds, plus $4,235,000 “EI” 
further rentals, or $6,043,280 a year, which 
exceeds, every year since 1917, the profits 
earned by the antiquated Els. 

The City is paid only the ridiculous sum 
ot $2,450,000'a year. This is rental on the 
‘old” subways and interest on City bonds 
incurred in building them. By the one- 
sided 1913 contract, the City gets nothing 
ou its $80,000,000 invested in the newer 
subways, and nothing on a “joint traffic’ 
arrangement for using the City’s subways 
in connection with El extension in the 
outer Bronx and suburbs. 


All subway earnings, new and old, are 
retained by the I. R. T. Co. after paying 
that scanty $2,450,000 a year to the City. 
The I. R. T. Co. deducts all operating ex- 
_penses; all taxes; deducts, further, 12% of 
the gross revenues for maintenance, and 
5% more for depreciation; then pockets a 
flat sum of $6,335,000 a year; and then 
keeps for itself 6% a year on its own in- 
vestment in Subways equipment. If the 
revenues allow (which they have not), the 
City then draws 834% a year to meet in- 
terest on City bonds sold to build the newer 
subways; then net profit is divided 50-50. 
The revenues have not stretched that far. 
The contract further provides that, all 
“accruals,” plus interest, too, must first be 
paid to the I. R. T. Co. out of future 
earnings, before ever the City can derive 
further income. 

The City is also supposed to divide 50-50 
the El profits after meeting El rentals and 
bond charges, and a long string of other 
deductions which the I. R. T. Co. first 
deducts for itself, before the City can 
share. The City has never shared. Here, 
too, are “accruals” which will first have 
to be paid out of future El earnings, to 
I. R. T. Co., before ever the city can 
share. The City’s share in El profits 
arises chiefly from the I. R. T. Co. hav- 
ing constructed the Webster Ave., West 
Farms, Queensboro Bridge, and other “El” 
extensions, which I. R. T. owns (or rather 
Manhattan Ry. Co. nominally is “owner”) 
but which I. R. T. operates under joint- 
traffic agreement with the City’s subways. 

The “accruals” amounted to $26,710,223 
as of April 1, 1921. That sum would have 
to be paid to the I. R. T. Co., out of any 
future earnings before the City could share. 
The accruals were piling up about $8,500,- 
000 a year. Only $5,358,661 represented 
Subway accruals; the rest accrued under 
the El contracts. 


An &c fare would never give the City one 
penny extra revenue, for years to come, if 
ever. The 8c fare increase would have 
been swallowed up in extravagant waste- 
fulness and high-cost rentals and operating 
items; in satisfying the enormous “ac- 
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i . . ‘ 
Interborough Rapid Transit Company 
Growth of Traffic, Revenues, Costs, Profits, Charges, Dividends. 
Fiscal years ending June 30 (1921 estimated). 
Traffic Growth: Subways Especially 
1921 1920 1919 1918 1917 1916 


Subways, passengers a day 


1,750,000 1,601,362 1,263,417 


1,146,130 1,134,778 1,015,042 








Manhattan Ry. (Elevated) 1,030,000 1,008,291 952,941 966,194 597,206 853,133 
Total, for year ..........e- 1,018,000,000 955,133,110 809,335,658 770,998,335 763,574,085 683,752,114 
e Revenues 
Including ‘Miscellaneous 
Income from Subways...... $35,300,000$32,157,819 $25,127,152 $22,335,873 $21,938,378 $19,824,703 
Manhattan Ry. (El.) ...... 20,200,000 19,928,961 18,687,359 18,755,455 18,486,842 16,647,657 
Combined Revenue ........ $55,500,000 $52,086,780 $43,814,511 $41,091,328 $40,425,220 $36,472,360 


Operating Costs, Before Fixed Charges 


Operating taxes, deprecia- 
tion, maintenance, etc.; 



































SOUWEEE. 2c. i cccsces seeee $21,800,000$18,598,252 $15,260,074 $10,808,594 $8,919,113 $7,378,822 
Manhattan Ry. (El.) ...... 16,200,000 15,720,377 14,107,409 12,063,326 10,535,563 8,970,771 
Contbined costs ........... $38,000,000$34,318,629 $29,367,483 $22,871,920 $19,454,675 $16,349,593 

Ratio: Costs to revenue 
I ov kcwawe.c dns oe % 61% 57.9% 60.6 % 48.5% 40.5% 36.5% 
> Sees 80% 78.6% T5.4A% 64.6% 56.7% 54.0% 
I Oo Saati yd hae 68% 66.0% 66.9 % 55.6 % 48.1% 44.8% 

Profits, Before Fixed Charges 
Subway profit ............. $13,500,000 $13,559,566 $9,867,078 $11,527,279 $13,019,266 $12,445,881 
Manhattan Ry. (El.) ...... 4,000,000 4,208,594 4,579,950 6,692,130 7,951,279 7,676,705 
Combines DEORE ..ncccccece $17,500,000 $17,768,160 $14,447,028 $18,219,408 $20,970,545 $20,122,587 
Profit, a Passenger on 5c. Fare 
ere ree erm 2.01¢ 2.31¢ 2.14¢ 2.75¢ 3.15¢ 3.35¢ 
On Manhattan Ry. ........ 1.06 1.14 1.32 1.90 2.27 2.5 
COMES vote nds cawsnceen 1.71 1.86¢ 1.80¢ 2.36¢ 2.74¢ 2.95¢ 
Fixed Charges, on Bonds, Notes, Rentals 
Ni RNR Boe cic oa0 eutnoenexs $10,928,613 $9,574,706 $6,092,809 $5,280,087 5,125,784 
Agninet Mankattan- By. ...4. cc«sesvens 9,075,383 8,682,662 7,463,840 6,805,099 6,283,475 
Combined charges .........$21,500,000 $20,003,996 $18,257,368 $13,556,649 312,085,186 $11,409,260 

Itemized Charges 
To city, for subways ...... $2,450,000 $2,428,488 $2,413,638 $2,384,538 $2,375,715 $2,380,620 
of erence 4,235,000 4,235,000 4,235,000 4,235,000 4,235,000 4,235,000 
“El” bond guarantee ...... 1,808,280 1,808,282 1,808,280 1,808,280 1,808,280 1,704,820 





Tes TE I, a ccceacs § savénceses 9,253,911 8,354,381 4,765,998 3,572,515 3,042,630 
Paes, DD TONE nc vacccen “edseseeeee 1,838,980 1,009,142 123,314 37,600 37,500 
Ree. TEBE. Giby sccsas « cecsccvige 439,237 487,027 239,519 56,076 7,689 

TOCRE CRAEMOD 6c ccc cces $21.500,000$20,003.996 $18.257.368 $13,556,649 $12,085,186 $11,409,260 


Net Profit, After Charges 


(Exclusive of “accruals,” or guaranteed returns to IRT., as a first lien on future profits) 





Bure y: BOONE. MEE? ccecs ss  veseedceus $2,630,953 $292,372 $5.484.470 $7,739,179 $7,320,097 
ee) mee Pee 4,866,788* —4,102,711* -—771.711* . 1,146,180 1,393,230 
Combined net profit ....... —$4,000,000§2,235,836* $3,810,340* $4,662,759 $8,885,358 $8,713,327 


*Deficit. 


Dividends Paid by I. R. T. Co. 


(Income of Interboro Consol’d Corp., in which public holds stocks) 


Dividend. amount ......... Nil 
Rate on IRT.. ctock ....... Nil 


Nil $875,000 $5,250,000 $7,000,000 $7,000,000 
Nil 214 % 15% 20 % 20% 





cruals” under the unjust and one-sided ex- 
isting 1913 contract; and perhaps meeting 
note debts and maybe paying dividends. 

That brings up earnings. 

Combined gross profits used to run 19 to 
20 million dollars a year, rather uniform- 
ly, up to the end of 1917. That was from 
Els and Subways, and represented 3c profit 
ona 5c fare. Only 650 million passengers 
or less, a year, were carried. Now the 
traffic is 1020 millions and growing, espe- 
cially in the subways. 

Out of those gross profits, 10 to 11 mil- 
lion dollars used to cover the nominal City 
subways rental, the $6,043,280 “El” rentals 
and guarantee, and interest on the I. R. T. 
Co.’s own 5% bonds. 

The I. R. T. Co. had only about $100,- 
000,000 or less bonded debt, at 5%, in the 
years 1913-16. It swelled to $161,000,000 
by 1917, to provide for the El and subways 
extensions, and about $41,000,000 more in 
7% notes, now outstaAding and due this 
year, were piled on top of that bond ex- 
pansion, in 1918-9. 


In the old days, up to 1917, about 8 mil- 
lion dollars was yearly net profit of the 
I. R. T. Co. after fixed charges. About 
$1,500,000 net came from the Els after all 
fixed charges chargeable to El guarantees 
and to I. R. T. bonds used for El exten- 
sion and non-subway purposes. About 
$6,500,000 or more a year came net from 
the subways, after fixed charges. In sub- 
way charges are included only that por- 
tion of I. R. T.-Co. 5% bonds issued for 
subways equipment. 

Out of its 8 to 9 million dolfars yearly 
net profit, the I. R. T. Co. used to pay 
about 7 millions a year into the Interboro 
Con. treasury in dividends on I. R. T. Co. 
common stock. The dividends were gen- 
erally 15 to 22%4% a year from 1911 to the 
fall of 1918 on the $35,000,000 of I. R. T. 
Co. stock, all of it owned by Interboro Con. 
That income permitted the Interboro Con. 
to meet its guarantee on Interboro-Met. 
bends and its own preferred charges and 
overhead. 

(Concluded on page 69) 
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New York, 
HE Transportation Act of 1920, 
besides being a sort of Magna 


Charta for the American railroads, 
also is a key to the probable future earn- 
ing power of railroad securities. The act 
provides that the railroads shall be al- 
lowed to earn 6 per cent. 
gate property 
schedules shall be so ar- 
the Interstate 


on their aggre- 


valuation, and that rate 


ranged ‘by 


New Haven & Hartford Railroad. 


In 1916 the ratio of operating expenses 
tc gross revenue was but 67.60 per cent., 
as compared with a ratio of 72.99 per cent. 
in 1914, and in 1917 the operating ratio 
was 72.24 per cent. 

We can deduce from the foregoing the 
conclusion that something must be w rong 
with the company’s capitalization and that 


Part 2 
that in the past eight years the capacity 
of freight cars has not increased in proper 
proportion to the increase in volume of 
traffic. So here we have a weakness that 
is serious. It compels the conclusion that 
the New Haven has much to do in the 
way of bringing its carriage capacity up 
and in bringing its equipment to a proper 
point of efficiency. 
In fact, when one con- 





Commerce Commission 
as to make that earning 
power possible. 

The earning power so 
provided is fixed as the 
reasonable return to be 
allowed on aggregate 
property valuation; in 
other words, in each dis- 
trict into which the rail- 
roads have been divided 





for rate making  pur- 
poses, the aggregate ELECTRIC 
property valuation shall 


be the basis for the 6 per 

cent. return, and each railroad in the dis- 
trict, according to its ability to gain and 
hold a proportion of the freight traffic of 
that district, will be able to earn a certain 
stocks. Admittedly, 
some roads will be able to earn more than 


percentage for its 


others. 


Under a strict and conservative estimate 
and interpretation, the New Haven should 
be able to earn for its capital stock, on 
its property valuation at the rate of only 
266 per cent. for its outstanding stock, 
after having earned sufficient to pay its 


fixed charges 1.20 times. 


Such an indicated earning power does 
not bring much in the way of encourage- 
ment. But it is to be borne in mind that 
in the final valuation of the property, a 
higher figure than that used in the above 
Further, the 
new rates of wages, and the economies 
possible by reason of reduced fuels and 


estimate may be determined 


other reductions in operating expenses, 
may make it possible for the company to 
earn a great deal more for its stock. 

But the fact remains that, with its 
present capitalization as high as it is, in 
relation to the estimated property value, 
the the 
power indicated under interpretation of 
the Transportation Act of 1920, must con- 
tinue to be speculative and problematical. 


chances of improving earning 


In 1916, under the old rates for trans- 
portation, the company was able to show 
an indicated earning power of only 2.75 


per cent. In 1917 the earning power was 
but 1.53 per cent. 





readjustment, so that the relation between 
capital and appraised value can be brought 
to more reasonable proportions. 

I shall leave this point to return to it 
later. 


Let us glance for a moment at the char- 
acter of the traffic of the New Haven. It 
is admitted by those who appreciate the 
niceties of railroad operation that the task 
of improving earning power is most diffi- 
cult where the road operates in a more 
or less limited area and where the traf- 
fic preponderantly is of the short haul va- 
riety. 

New little long haul 
traffic. The mileage of the company is 
condensed in a comparatively small area, 
and although the traffic density may be 
large compared to the number of miles of 
track, and therefore deceiving to the un- 
initiated, the handling of traffic cannot be 
done on as profitable a basis as if a good 
portion were long haul freight. 


Haven has very 


Here is one great obstacle in the way 
of building up the earning power of the 
New Haven, on its present capitalization. 
\nd the very fact that the traffic is so 
dense renders the lowering of operating 
expenses most difficult. The higher the 
density of traffic, the lower is the profit 
per unit in operation, and the higher the 
necessary maintenance charges. 

New Haven is conspicuous as an ex- 
ample of a railroad which can ill afford 
to be low on. equipment. It must make 
large expenditures for this item. In Part 


1 of this study the statement was made 





LOCOMOTIVE EQUIPMENT OF THE 
YORK, NEW HAVEN & HARTFORD 


siders the large amounts 
of money which the New 
tlaven has tied up in un- 
productive terminals and 
unproductive rights of 
way and lands, and add 
the large necessary ex- 
penditures for keeping 
equipment up to the de- 
mands of traffic volume, 
we have a_ staggering 
problem to deal with. 

Of course, it is foolish 
to cry over spilt milk, yet 
one cannot be blamed for 
reflecting that for years the company paid 
dividends that were not, many times, 
justified by the earnings, and which might 
better have been conserved and placed in 
property improvement and in the strength- 
ening of earning power. 

Various estimates of the real value of 
the New Haven have been made, some of 
them quite large and promising. An offi- 
cial of the company once stated to this 
writer that, stripped of all outside prop- 
erties, the New Haven had a real value 
for rate making purposes of more than 
$100 for the outstanding stock. 

All of which is interesting. But one 
must inject the thought that such esti- 
mates are of significance only when they 
contribute to earning power. We can af- 
ford to leave aside the “estimates” of as- 
set value for consideration as to whether 
the New Haven, with its present capi- 
tal, can reduce operating expenses and 
control traffic so as to allow the road to 
earn its fall quota so that the stock can 
show anything like a real profit. 

Now let us come down to recent rper- 
formances of the New Haven and at the 
same time bear in mind that the figures 
may not be altogether just to the com- 
pany inasmuch as there was unusual sea- 
sonal decline plus a very acute business 
depression. 

It is estimated that the first six months 
of the current year may result in a deficit 
after charges of upwards of $13,000,000. 

The March quarter resulted in a deficit 
of over 7% million dollars, which brought 
the deficit to profit and loss up to nearly 
40 million dollars. On March 31 last the 
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net working capital of the company stood 
at only $652,527, which compared with $2,- 
651,377 at the close of 1920. Current as- 
sets fell off during the March quarter 
about $2,200,000, while the current lia- 
bilities were practically unchanged from 
their position as of December 31 last. 


On the termination of the March quar- 
ter, the long term debt of the company 
stood at $294,852,.832, which was an in- 
crease of about $2,275,000 over the total 
for 1920. Judging by the balance sheet 
which was filed with the Massachusetts 
Public Service Commission, at the close 
ot the March quarter, there had been a 
disposition of $4,720,296 assets with a de- 
crease of $1,968,889 in the amount of cash 


notwithstanding. 

In view of the unfavorable showing 
curing the first half of this year one can 
hardly expect New Haven to make a par- 
ticularly bright showing for the full year. 
As has been stated, the operating difficulty 
which the road has to contend with, and 
which is a hampering one, is the fact that 
the operating profit per unit is compara- 
tively small. 


It has been estimated in some quarters 
that the saving for the 


There has been some talk of benefits to 
accrue to the New Haven as a result of 
rate divisions. A recent estimate from 
Roston indicates a possible addition to the 
corporate treasury from this source of 
$8,000,000, which would be nothing but 
“till money” for incidental expenses. It 
would not be a drop in the bucket when 
one realizes the necessities of the com- 
pany. 


An interesting exhibit is presented here- 
with showing the earning power of the 
New Haven in 1910 and in 1913, and in 
the closing year of federal control. The 
comparison between 1910 and 1913 is not 
very favorable, even though it might be 
alleged that rates were short of what 
they should have been. It was in 1910 
that the public generally came to a reali- 
zation that the old prices for New Haven 
were out of reason. It was then that the 
road was passed out of the list of in- 
vestments as far‘ as its stocks were con- 
cerned. The story since 1910 has been 
one of steady retrogression. 


In concluding this present study, the 
writer ventures the opinion that the fu- 
ture at best is uncertain for this property. 


505, which compares with a net deficit of 
$877,060 in 1919, bringing the total profit 
and loss deficit up to $31,824,595. 


Gross revenues for 1920 showed an in- 
crease of approximately eighteen million 
dollars, amounting in all to $123,512,310. 
This increase cannot be regarded as very 
gratifying, even after making due allow- 
ance for the general depression and traffic 
slump of the late months of the year. 
New Haven should normally gain in the 
neighborhood of five million dollars 
annually through industrial expansion in 
its territory, without the consideration of 
a 40 per cent. increase in freight rates 
and 20 per cent. in passenger rates, which 
was the case for the duration of four 
months of 1920. 


Operating expenses are not itemized in 
the report at hand, but the figure of $7,- 
349,935 is given as net operating deficit. 
In 1919 the operating ratio was 86.79 per 
cent., a very high figure for New Haven 
as compared with under 70 per cent. in 
the pre-war period. In 1920, to result in 
a deficit, the ratio must necessarily have 
been above 100 per cent. It is not un- 
likely that the major portion of the in- 
crease went into main- 















































New Haven as a result *# } — EARNING POWER OF NEW HAVEN tenance of way expendi- 
of the wage reductions Item 1919 1913 1910 tures, although costs in 
of 12 per cent. recently Gross revenues .................. $106,545,119 $68,613,503 $60,693,668 this connection in 1919 
awarded by the Railroad Operating expenses .............. 92,473,381 47 ,227 339 38,689,216 were already nearly 
aeaee Soe eer re # Net from operation.......... $14,071,738 $21,386,164 $22,004,452 Aouble those of U9N6. 
saving for the company Other income.................... 8'029/191 10,063,785 10.299.894 Maintenance of New 
in its wage bill of some- : Haven’s equipment is 
thing like seven million Total imoome ......2.0.ses- $22,100,929 $32,095,396 $32,304,346 also an expensive item, 
ae ee eel Teme aceed «ooo. ccc ccc es 4,073,539 3,796,849 3,983,377 having more than 
doubts whether it can be Balance for charges ........ $18,027,390 $28,298,547 $28,320,969 doubled in the last four 
as great as that figure. Fixed charges et ef ae eee ee 25,542,413 19,376,309 17,524,096 years. 

President Pearson has aaale ee Other income of New 
ae gi nae eS HE Gee a . $7,515,023D $8,922,238 $10,796,873 yen in the year 1920 
forces drastically and Per cent. on stock............... Deficit 4.96% 8.85% amounted to about $8,- 
there has been quite a Operating ratio .................. 86.8% 68.8% 63.75% 000,000, being close to 
let-up in maintenance = == the figures of 1919, and 
work. We are not in position to judge The company may be able to work near- was derived from dividends, interest, 


just what additions to the forces may have 
to be made in order to keep the property 
up to a proper standard. 


The traffic of the New Haven is largely 
composed of products of the manufactur- 
ing industries and of the mines. These 
industries always are the worst sufferers 
in times of business depression. It is 
impossible to judge at this writing just 
how far these industries may be able to 
recover as traffic contributors during the 
next six months. 


But even though there should be a fair- 
ly substantial recovery we have the knowl- 
edge that in last year’s heavy volume of 
traffic the New Haven had a smaller vol- 
ume than in 1919. And 1921, at best, is 
apt to prove less satisfactory in point of 
volume of business received than 1920. 
So whatever saving there may be as a 
result of the decrease in wages is apt to 
be a comparatively small item when one 
considers what has to be done in the way 
of expenditures for equipment, better- 
ments and maintenance, and when one 
considers the thus far depleted cash po- 
sition. 
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miracles and show a fairly favorable earn- 
ing power in the next year or two. But 
it is the writer’s belief that it will be 
quite some time before the stock of the 
New Haven will be entitled to a price 
even double the present one. And it is un- 
likely that the stock will again sell for 
twice what it is worth for a long time. 


Since the foregoing article was pre- 
pared a preliminary report for the year 
1920 has been made by the New Haven 
As this made its appearance but a few 
days ago the author has not had an oppor- 
tunity to go into the showing as _ thor- 
oughly as desired, but will devote a con- 
cluding chapter at a later date to a dis- 
cussion of the situation in the light of the 
additional facts. However, the more 
salient points may be reviewed at this 
time. 


New Haven accepted the extension of 
its government contract for six months 
from March 1, 1920, to September 1, 
1920, which guaranteed a net operating 
income of $11,397,256. Including this 
government guarantee the company, for 
the year, reported a net deficit of $4,621,- 


rents, hire of equipment and leases. This 
income brought gross income, available 
for fixed charges, up to $576,210. Fixed 
charges, however, totaled about $28,000,- 
000, leaving a deficit of $27,420,024. In- 
cluding the government guarantee of the 
first two months of the year, plus that 
arising from the six months’ extension 
to September 1, there remained a net 
deficit. for the entire year of 
$4,621,505. 


The balance sheet as of December 31, 
1920, reveals no startling changes from 
the one of a year preceding. Book value 
of the road was increased about six 
million dollars to $160,505,026, and value 
of equipment, two million dollars to $82,- 
786,387. Stocks and bonds owned de- 
creased about $30,000,000 to approximately 
$199.000,000. Cash increased from $353.- 
440 to $8,383,388. This, however, repre- 
sents a bookkeeping transaction only, as 
the account due from the Director of 
Railroads, amounting to $7,992,741, in the 
previous year was entirely wiped out. 
Funded debt increased from $223,400,262 
to $292,578,263. 
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GREAT American humorist is 


credited with having originated 
this homely truism: “There are 
two classes of people who should not 


gamble—those who have as much money 
as they and those who 
Those are words of wisdom. 


need haven't.” 
And if the 
two classes mentioned were to refuse to 
gamble the get-rich-quick promoter would 
have a difficult time of it. 

There are a great many thrifty, sensible 
people who contemplate making use of 
their savings for the purpose of adding to 
their incomes. One suggests sound, mar- 
ketable securities which afford a yield on 
the investment of, we will say, between 6 
and 7 per cent. But they are not satis- 
fied. While they are unwilling to admit 
it, they would prefer to gamble. Mention 
the risks attached to such an. operation, 
and they hesitate. They want the chances 
of big profits without any risk of losing 
their money. 

The surest way to a competence is dis- 
criminating selection of sound securities 
that will yield a interest or 
dividend return so long as the securities 
are held. 


reasonable 


Of course, the economic con- 
dition at present means that one can ob- 
tain such securities at what really are 
So the purchase, besides 
netting a reasonable income in the way of 


interest and dividends, affords fairly posi- 


bargain prices. 


tive assurance of considerable price appre- 
ciation in the next few years. 
SECURITY BUYING 

Almost every one of the great captains 
of industry and finance has laid the foun- 
dation for his investments in just such 
securities as are obtainable to-day by any 
thrifty These 


might gamble on a new business venture 


individual. men perhaps 
—a new and previously untried method of 
building business or promoting sales. But, 
when it came to investments, they never 
gambled. They bought sound securities. 


The very wealthy who yesterday 


were 
the purchasers of high grade long term 
bonds are not buying them to-day. They 
are putting their fads into tax exempt 


The 
tax laws. But the average 
that 


securities. reason lies in the income 
investor need 
have no worry on 


score. The rich 


man’s loss is the average man’s gain in 


this instance. 
to look 
the fortunes leit by 


lf we were into the nature of 
the owners of large 
fortunes in investments a few years ago, 
we would find among the securities bonds 
like Atchison’s Rocky Mountain Division 
4s, which are due in 1965. There are just 
the sort of long term obligation which the 
big investor of other days was wont to 
favor. 
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The bonds are rated very high, and 
there is nothing which the writer can 
think of which could result in making 


them a poor risk. Their long maturity 
assures the present purchaser a liberal in- 
come return long past the time when in- 
terest rates will be low and sound securi- 
ties will be commanding prices at or above 
par. These particular Atchison bonds are 
obtainable in the present market at a little 
better than 69, or on a basis to yield about 
6 per cent. to maturity. 


ATTRACTIVE BONDS 


Another bond, of somewhat shorter ma- 
turity, but with a higher interest rate, is 
the first 5 per cent. loan of International 
Paper due in 1947. The careful, discrimi- 
nating investor would not pass such a 
bond by. It is obtainable at 82, which 
means that it yields about 6.45 per cent. 
if held to maturity. 


A fit companion for the above would be 
the Lorillard Tobacco 5 per cent. bond 
which is due in 1951, and can be purchased 
at about 85, to show a yield to maturity 
of about 6.10 per cent. 


As industrial obligations, the two men- 
tioned seem to answer all of the require- 
ments which are demanded by the large 
investor, and therefore it seems that the 
small or average investor could not go 
astray in choosing such bonds. While it is 
admitted that the newsprint industry has 
had a long day of unusual profits, and that 
the future may be one of comparatively 
restricted profits, such a condition would 
have little to do with the safety of the 
first 5s of International Paper. The com- 
pany is well managed, and its finances are 
in rather sound shape: There does not 
seem to be any doubt about the ability of 
the company to earn its interest charges, 
so that there is no reason for questioning 
the safety of the bonds. The outlook for 
the tobacco manufacturers is much more 
favorable than it is for the tobacco grow- 
ers. Of course, the outlook for the in- 
dustry is more important when one is con- 
sidering the stocks. But it is well to men- 
tion the facts in passing. 


Coming back to railroad bonds, one 
might suggest one like the St. Paul gen- 
eral mortgage 4%s. not due 
until 1989, a long enough term for the 
most exacting. And, their 
cheapness, and their general safety as to 


both principal and interest, they can be 


These are 


considering 


classed as particularly attractive. They 
are obtainable at about 70, which means 
that they carry a yield to maturity of 


about 6.25 per cent. An equally good 


bond, and some would class it as a better 
bond than the St. Paul general 4™%s, would 


be the 4 per cent. bonds of Illinois Cen- 
tral, due in 1952, and obtainable at the 
same price, 70. 


The terms of the Transportation Act 
of 1920 really put all railroad obligations 
above the level of safety which they for- 
merly occupied. This is because the act 
virtually guarantees the interest on all of 
the bonds by reason of the mandate con- 
tained and directed to the Interstate Com- 
merce Commission to fix rates for trans- 
portation that will be sufficient to enable 


the carriers to earn 6 per cent. on property 
valuation. 


It is conceivable that some of the roads 
would not have as easy a time of it to 
earn the stipulated 6 per cent., by reason 
of their large capitalization in comparison 
to property valuation. But a road like 
Illinois Central, which is conservatively 
capitalized and has put millions of dol- 
lars back into property in the past decade, 
is not likely to be valued at a figure which 
in any way would lower to an unfavor- 
able level the margin of safety over bond 
interest requirements. 


SAFETY IN RAILROADS 


Broadly however, I would 
prefer a railroad bond which carries an 
interest rate of say 4 per cent., is reason- 
ably safe, and is fairly readily marketable, 
if it sells at around 70 or 80. I would 
make this proviso: The bond must be 
that of a road whose general outlook is 
good, and whose rating is such as to en- 
title the obligations of the company to 
investment:standing. I mean I would pre- 
fer such a bond to a long term, high grade 


speaking, 


issue that is selling in the present market 
near par. 


Yes, I 


have a reason. As has been 
stated, the Transportation Act virtually 
guarantees the interest on all railroad 


bonds. By this we can conclude that 
nearly all railroad bonds are safe, the only 
difference being by reason of possible val- 
uation wider capitalization. Therefore, if 
the prime essential for a bond that is to 
qualify as a good safe investment is that 
it shall be long term and high grade, 
why should the investor pay a premium? 
In other words, why should he pay 92 for 
a bond that will pay Rim interest at the 
rate of 4 per cent., and will yield him 
between 5 and 6 per cent. to maturity, 
when he can obtain a bond that is just as 
safe, pays the interest rate, but 
which, because he can obtain it at a little 
above 70, yields him better than 6 per 
cent. to maturity’ 


same 


Obviously, selection generally depends 
(Concluded on page 70) 
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A Twistian Appetite 

A Wall Street broker wanted to find a 
purchaser for 18,000 shares of stock of 
the Oil Fields Development Company of 
Lexington, Ky., and was willing to accept 
So he wrote to the 
company for an offer. All he received in 
reply was a letter asking for a further 
subscription on the ground that unless 


almost any price. 


more money was forthcoming the proposi- 
tion was in danger of passing out of 
existence. The broker in a letter to the 
Iconoclast was lead to remark by the reply, 
“when you ask them for a bid all they do 
is to send you a subscription blank.” How 
could anything else be expected. These 
fly by nights are in business to take money 
not to give it back. Their appetite for 
money is like that of Oliver Twist for 
gruel, more, more and more. 
er 
Facts Not Fiction 

A clever novelist could not outshine 
Eugene Christian, the food expert, in de- 
lineating the joy, the struggle, and then 
all the pleasureable sensations associated 
with the successful outcome of an oil 
venture. Reading is about all that has been 
done so far by the Griswold Oil Company. 
Since his brother-in-law first came East 
to consult him for a tummy ache, and 
then stopped long enough on another trip 
to induce him to help promote his com- 
pany, one is impressed by the romantic 
streak that runs through the Christian’s 
letters to his patients, urging them to buy 
some of the stock. Romance is all right 
in its proper place. But a person should 
be as much skeered of it when associated 
with a stock selling scheme as he would 
be of the kick of a Missouri mule. Here 
cold facts are better convincers of the in- 
vestment merits of a security; facts that 
give a true picture of actual earnings and 
financial status. 
mark has it all over romance and fiction. 


Here is where the dollar 


This sort of information is lacking in 
everything Christian says. 
** 2 
A Sucker Description 

A special appeal to investors among doc- 
tors is made by the Kansas Carlsbad Oil 
Company of El Dorado, Kansas. Why its 
offer is confined to these professional 
men is illuminated by this explanation: 
“Because doctors are not afraid to take a 
chance, they always have spare money, 
they never complain when they lose but 
try again, and they work hard for their 
money so that it is felt they are entitled 
to the first opportunity to make money.” 
If this is the only consideration why they 
should part with their savings it is no 
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Whether it is 
a doctor or a cobbler the above descrip- 


wonder they lose so often. 


tion is the one which the average get-rich- 

quick promoter draws of a sucker. 

* * * 

Cox Expands Again 
Heretofore S. E. J. Cox never let slip 
an opportunity to berate Wall Street 
as a place where crafty men foregather 
and conspire to prevent the “common 
peepul” from getting a legitimate re- 
turn on their investments. Many were 
the bitter shafts of invectives he hurled 
at it to divert attention to his over- 
night millionaire-making oil schemes, 
none of which so far have given birth 
to a farthing of profit. But then the 
public was crazy about oil and would 
bite at any such schemes no matter 
how notorious was the reputation of the 
operator behind it. Now it is different. 
It is not so easy to corral the bleating 
lambs. Hence what do we find Cox, 
the perennial promoter, doing now? 
He has taken his old enemy, Wall 
Street, to his bosom and he is fondly 
cooing over it. He has gone into the 
partial payment plan of buying listed 
securities and has issued a large cir- 
cular telling of all the advantages to 
be found in this form of investment. 
As he is no member of any reputable 
exchange, for none would want him, it 
is but proper to infer that it is his 
object, first to get the investors’ capi- 
tal under his control by this subterfuge 
and then endeavor to change their 
securities into his own. A person would 
be a fool who would send his money 
for listed securities to a broker in Hous- 
ton, Texas, when he could more readily 
transact such business with a reputable 
one in any of the large cities nearer 
to the central financial markets, and 
especially to an individual whose broken 
promises stamps with large letters upon 

him the brand of unreliability. 


*x * * 


Unacquainted With Facts 

Some very enthusiastic literature has 
come to the desk of the editor of this de- 
partment from the Universal Phonograph 
Company of Seattle which expects to be- 
come the King Bee of the industry, if suc- 
cessful in financing itself with capital 
investors. It tells what 
other companies have accomplished and 
the big profits that have been made in 
it. But during the last year there have 
been quite a number of failures in the 
phonograph business, and in the instance 
of the Columbia Phonograph investors 
lost heavily so that there are two sides 


raised among 





to the picture, one presented by the new- 
comer and the other by actual facts. Not- 
withstanding all the big things promised 
by the Universal the enormous success its 


promoters predict for it is not as easily 
attained as they imagine. Competition in 
the business is very keen, and that situa- 
tion suggests the comment that it would 
be more pleasing to listen to the supposed- 
ly sweet tones the new instrument is ex- 
pected to reproduce than it is to put any 
money in it for the chances that the latter 
will only reproduce dissappointments so 
far as big dividends are concerned. 


* * * 


Much Ado About Moore 


While the Iconoclast appreciated the 
motives actuating Edward L. Doheny, 
the President of Mexican Petroleum, to 
begin criminal libel proceedings against 
W. C. Moore, the Wall Street tipster, 
for circulating falsehoods about the 
company and himself in his market let- 
ters, still he believes that indignation 
nas overpowered discretion. Moore is 
but a fly that has attached itself to 
Wall Street. 
following, not 


He has not a beggar’s 

enough to influence 
transactions of a thousand shares in 
Mexican Petroleum. His importance as 
an influencing factor in the Stock Mar- 
ket is so inconsequential that the im- 
pression his arrest will create is that 
there could not be much stability to 
the stock that so minor a factor is 
held responsible for the sharp decline 
it has had in June. The Inconoclast 
is familiar with the bombastic Moore. 
He has in his possession a letter he 
received from him, dated November Ist, 
1916, wherein he threatened to bring 
some dire legal trouble upon Tue 
FINANCIAL Wortp for its attempting to 
portray his School for Speculators, 
which he was conducting at that time 
as a School for Fools unless it pub- 
There was no 
recanting of the criticism, nor did the 
Professor of Speculation ever start any 
proceedings. The knows 
enough of the character of Moore to 
appreciate how much advertising cap- 
ital he will make of his arrest by 
Doheny. He will parade himself as an 
important Wall Street factor, and why 
shouldn’t he since the head of one of 
the most important corporations holds 
him responsible for the trouble that 
has befallen his stock. A mountain 
has been made out of a mole hill. Or- 
dinarily a big man would snip such a 
fly Ike Moore off his coat sleeve and 
thing nothing more of it. 


lished a_ retraction. 
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Kernels of Week’s Financial News 


Significant Financial Events of the Week Pithily Presented 
—Their Influence Interpreted Favorably or Unfavorably 


Corporate Matters 
Pacific Gas & Electric for the five months 
ended May 31 reports a balance after pre- 
ferred and common dividends of $476,463 
against $237,377 in the corresponding 
period of 1920.+ 


Sheli Transport & Trading Co. for the 
year ended December 31 reports a net 
profit before taxes of £7,627,420 against 
£4,713,370 in 1919.4 


Porto Rico Telephone for the year ended 
December 31, reports a net income ap- 
plicable to dividends of $85,844 against 
$83,313 in 1919.4 


Brazilian Traction for the year ended De- 
cember 31 reports net earnings of $5.06 
a share on the common against $6.82 a 
share in 1919.— 


Bush Terminal Co. for the year ended 
December 31, reports net earnings equal 
to $11.47 share on common against $10.96 
in 1919.+ 

Sears-Roebuck sales for June amounted to 
$11,093,854 against $15,767,675 in June 
1920.— 

Commodities 

Oili—Daily average production for the 
week ended June 25, 1,316,480 barrels 
against 1,330,950 barrels in the preced- 
ing week. Prices steady.— 


Coal—Anthracite up 10 cents per ton.+ 
Production for the week ending June 25: 
Bituminous, 7,669,000 tons against 7,556,- 
000 tons in the preceding week and 
10,556,000 tons in the corresponding week 
in 1920;+ Anthracite, 1,847,000 tons 
against 1,941,000 tons in the preceding 
week and 1,870,000 in the corresponding 
week for 1920.— 


Cotton—Higher. New York spot for mid- 
dling 12.05 against 11.75 in the preceding 
week.+ Department of Agriculture re- 
ports of crop conditions June 25, 69.2 
against 70.7 on same date a year ago and 
78.8 for a ten year average—— Indicated 
1921 crop 8,433,000 bales against 13,365,- 
754 bales in 1920 and 11,420,763 bales in 
1919.— 

Sugar—Quiet and Steady.+ 

Coffee—Dull and steady.+ 

Cereals—Weak.— 

Provisions—Firm.+ 

Steel—Price for 8 principal products 
$55.74, unchanged from a week ago.= 
U. S. Steel Corporation announces cuts 
ranging from $4 to $10 per ton.+ 

Copper—Dull at 12%4 cents against 1234 
cents a week ago.— 

Lead—Unchanged at 4.50.= 

Tin—Higher at £169 against £166 a week 
ago.+ 

Spelter—Steady at 
a week ago.+ 

Pig Iron—Easy at $19.50 against $21 a 
week ago— June production lowest 
since January, 1908 amounting to 1,064.- 
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Week’s Business Index 
(For the Week Ended Wednesday, 
July 6) 
UNFAVORABLE POINTS — 20 
FAVORABLE POINTS + 28 
NEUTRAL POINTS = 7 


Analysts 

Although a great deal of irregularity 
in business was apparent during the 
week there was a decided improve- 
ment in sentiment. Business generally 
is taking a more hopeful view of the 
future and anticipating the coming of 
autumn with confidence. 


Dominant Factors 

The most important development of 
recent weeks was the announcement 
by the United States Steel Corpora- 
tion of a reduction in prices for 
finished products, ranging from $4 to 
$10 per ton. In the past such action 
following a period of depression has 
resulted in an immediate opening up 
of activities. Many of the independent 
producers had already preceded this 
corporation in quoting lower prices, 
and buyers are not likely to benefit by 
holding off any longer. The textile 
industry seems well readjusted, and 
reports indicate that it is on the mend. 
The copper industry is still extremely 
dull, and seems to be awaiting a solu- 
tion of the foreign situation before 
much activity can be expected. The 
crop outlook is not altogether as re- 
assuring as might be desired. The 
cotton estimate is far below the 
average production, and the market 
in futures reflected this by a sub- 
stantial upturn. 

The foreign situation is encourag- 
ing. While the news that peace now 
exists between the United States and 
Germany means little in itself, it opens 
up the way for closer trade relations. 
England reports a vastly improved 
labor condition. Exchange rates on 
leading European countries, however, 
were weak. 


The stock and bond markets have 
taken a marked turn for the better, 
and many of the issues which were 
freely sold a few weeks ago displayed 
pronounced strength. Rails in par- 
ticular were in demand. 


There was no outstanding change 
in the credit situation. The Federal 
Reserve ratio made a new high and 
reported a record gold reserve. Con- 
ditions warrant another reduction in 
the rediscount rates by the various 
districts, and this would be received 
as an official recognition that a more 
cheerful attitude should be assumed. 








833 tons against 1,221,221 in May and 
3,043,540 tons in June, 1920.— 


Monetary Metals—Silver domestic un- 
changed at 99% cents.= Foreign 59% 
cents unchanged. Gold Bars 110s 
4d against 109s 3d a week ago.+ 


Bond Market 

Bond Sales for the week amounted to 
$65,485,000 against $51,140,000 in the 
corresponding week in 1920, an increase 
of $14,345,000.+ 

Bond Market—Active and strong. Liberties 
up. Industrials irregular. Rails strong. 
Tractions firm. Foreign up. Municipals 
steady.+ 

Iniportant Bond Sales for Week—Canadian 
National Railways $25,000,000.= 

Stock Market 

Stock Sales for the week amounted to 
2,466,800 shares against 2,181,900 shares 
in the current week of 1920, an increase 
of 284,900 shares.+ June stock sales 
amounted to 18,173,778 shares against 
9,197,411 shares in June 1920.+ 

Stock Market—Strong upturn.+ 

Outside Market—Strong.+ 

Public Utilities—Firm.+ 

Other Exchanges—Boston, Philadelphia, 
Chicago up.+ London steady, Paris 
dull.+ 

Average price of 20 rails ranges from 
70.33 to 72.26 against 70.97 to 72.42 in 
corresponding week in 1920.— 

Average price of 20 industrials ranges 
from 67.71 to 69.86 against 91.26 to 94.04 
in the corresponding week of 1920.— 

Dividends Decreased—Seaboard Air Line 
defers interest payments on adjustment 
income bonds. Submarine Boat defers 
dividend action.— 


Foreign Exchange 

Foreign Exchange—off.— 

Demand sterling ranges from $3.73%4 to 
$3.7054 against $3.94 to $3.95 in the 
corresponding week in 1920.— Canadian 
dollar ranges from 87.75 cents to 89.25 
cents against 87.75 cents to 88.40 cents, 
in the preceding week.+ German marks 
—Unchanged.= French, and Belgian 
francs and Italian lires lower.— 

Bank of England rate of 6% unchanged.= 

Ratio of Reserve 12.10% against 13.91% 
in the preceding week and 8.50% in the 
corresponding week in 1920.— 


Money and Banking 

Call money ranges from 5%4% to 6% 
against 8% to 10% in the corresponding 
week in 1920.+- 

Time money ranges from 6% to 7% 
against 8% to 9% in the corresponding 
week in 1920.+ 

Commercial Paper ranges from 644% to 
634% against 734% to 8% in the cor- 
responding week in 1920.+ 

Bank Clearings for the week $6,377,789,- 

(Concluded on page 74) 
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Corn Products : Cheap or Dear? 


Why High Present Stock Prices Are Out of Line with Other Sugar and 
“Sweets’’ Stocks and C. P.’s Own Past- Record 


HE Stock Exchange has never in 
T its history shown a greater para- 

dox than the disparity in prices 
now between sugar securities and Corn 
Products Refining Co. At a time when 
you can buy real sugar cheaper than you 
can make glucose, corn syrup and substi- 
tutes for sugar, one would scarcely en- 
thuse, it seems, over a stock like Corn 
Products—unless enthusiasm were the en- 
thusiasm of a bear in his glory. 


Yet, lo and behold! Whereas stand- 
ard sugar securities have collapsed to the 
lowest prices in twenty years—take 
American Sugar Refining Co., for instance 
—Corn Products to-day sells higher than 
any price it ever reached in history be- 
fore the war, or even during the war 
boom, and in fact higher than any price 
after the war till late 1919. 


The comon shares never sold above 30 
till 1917; never sold above 51 till the 
sugar famine of 1919-20, when they 
reached a high at 10514, versus 14256 for 
Sugar common. Yet what do we see to- 
day? Corn Products sells around 66 
versus approximately 68 for Sugar com- 
mon, July 8. 


DIVIDEND PAYMENT 


Still more paradoxical, high prices for 
Corn Products fly in the face of the fact 
that the company had to sell and no 
longer owns its profitable Novelty Candy 
Co. factories and holdings, and control 
of National Starch Co. This was in com- 
pliance with the anti-trust decree handed 
down by Judge Hand, March, 1919. It in- 
vested the cash proceeds in retiring $5,- 
000,000 of its own preferred stock in 1920, 
and in loans to affiliated companies. 


Nor do dividend records entitle Corn 
Products to sell at such high prices. The 
company was never able to pay even 6 
per cent. on its 7 per cent. cumulative 
preferred stock since 1907 up to the time 
that the war-boom came along in 1916. 
On the common stock it never paid any 
dividends at all until 1920, when it started 
and still continues payments of $1.00 quar- 
terly plus 50c extra, or $6.00 a share a 
year. Stockholders of record July 5 will 
collect such a dividend July 15. 


What then is the reason for Corn 
Products selling so seemingly out of line 
with the sugar and “sweets” industry, 
present and prospective, and so out of line 
with its own past record? 


There are four principal reasons for 
the paradoxical high prices for Corn 
Products stocks. They are (1) stock 
market activity in the shares; (2) large 
cash resources out of which dividends can 
be paid for some time, regardless of 
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profits, or of the shape those profits may 
be in, whether available or not; (3) big 
drop in corn prices from $2.00 to 60c a 
bushel, making for cheaper raw material; 
(4) there has been only a comparatively 
feeble drop in prices and demand for the 
cheap candies, glucose and corn syrup, 
oils and related products on which the 
company’s business is based. 


Some sort of favorable spread still 
exists between the price of raw corn and 
the corn products produced. 


The main question would be as to 
whether poor general business conditions 
and cheap sugar would diminish the de- 
mand for corn products. 








PROFITS AND SHARE PRICES 


Net! Profit? Common Stock 

Profit aShare High Low 
| ee $1,282,331° $1.75° 16% 59 
Be cv ses 12,469,626 21.54 105% 61 
er 13,717,486 37.37 99 46 
| SA 8,652,401 13.20 501% 29% 
ere 11,348,460 19.29 37% 18 
CO ae 6,083,747 8.72 2934 138% 
1915 .... 3,168,369 2.37 21% 8 
/ | ee 2,305,174 1.14 13% 7 
Se 2,284,855 1.10 17% 1% 
ee 1,714,835¢ 0.00* 22% 10 
- ae 4 6525 0.635 15% 95% 
ae 2,102,6115 0.735 23% 11% 
is 9'6's.6 2,071,936° 0.675 261% 16% 
re 2,471,199° 1475 20% 10% 





1 After depreciation, taxes, bond interest, 
but before preferred dividends, and before 
bond sinking fund charges. 

2 Per share on 497,840 present shares com- 
mon stock, par $100, after deducting from 
net profits 7% on present $24,826,933 pre- 
ferred ($1,737,885 a year). 

3 First quarter. ‘10 months to Dec. Sist. 

5 Year ending next Feb. 28 following. 








Sugar candies and the cheap glucose 
candies do not, as a general rule, ‘‘com- 
pete.” 

MONEY LOANS 

Reviewing in sequence the favorable 
points as to Corn Products stock, pool ac- 
tivity in the shares has been apparent for 
years. The company itself reports $11,- 
904,245 of its money loaned out in time 
and demand loans Jan. 1, 1921, and even 
more loaned to “affiliated companies.” 


Since 1917 there appears on the com- 
pany’s books a new item varying from 
$4,850,000 to $6,241,000 and representing 
its own securities bonds “acquired by pur- 
chase and exchange.” From the same 
date, too, begins, the large “demand 
loan” account. The year 1917 was one of 
extraordinary profit, and not only extraor- 
dinary profit, but profit in cash and cash- 
able form. The company was able to 
pay full 7 per cent. on its preferred in 
1917 for the first time since 1907, and also 
paid off $4,225,000, representing all ac- 
crued arrears on the preferred. Also, it 
was able to invest $4,847,429 in its bonds, 
and on top of all that, net cash gained 
$5,128,000 during the year. Net cash is 


cash plus receivables, less all current pay- 
ables and accrued charges. 


CASH POSITION 

Besides its own securities, the company 
carries $4,000,000 to $7,000,000 of miscel- 
laneous securities, including Liberty 
Bonds, also acquired by “purchase and ex- 
change.” This business of purchase and 
exchange of its own and other securities, 
and demand loans for stock market or 
other purposes, plus interest and dividends 
received thereon, is profitable, or has been, 
whatever else might be said about it by 
the captious. No less than $4,671,718 was 
received in interest and dividends from 
these sources in three years 1918-1920. 


The dealing, whether by the company 
or by affiliated interests, in its own and 
other securities, and its stock market and 
other loans, has proved very profitable to 
the company during the bull markets that 
lasted in 1917-18-19-20, in this company’s 
shares, and probably helped to contribute 
to the rise of those shares during those 
years. 


Coming now to the cash position, no 
less than $7,623,023 net surplus cash was 
on hand to start 1921 over and above all 
current payables. This is stronger than 
any cash position the company ever en- 
joyed, except during 1917. In this re- 
spect, Corn Products is a happy anti- 
thesis to the average American business 
which started 1921 with net cash on the 
minus or red-ink side of the ledger. 


The Corn Products Refining Co. came 
into 1921 with $21,814,272 gross cash as- 
sets, exclusive of inventories, securities 
and loans to affiliated companies. The 
figure includes $11,904,245 demand loans 
and $1,871,428 cash, $184,124 accrued in- 
terest receivable, $285,557 claims and $7,- 
568,918 ordinary business accounts and 
notes receivable; total $21,814,272. 


CASHABLE SECURITIES 


Total payables include only $14,134,467 
in taxes, dividends, accrued interest and 
all current accounts and vouchers payable. 

The net cash position of $7,623,023 to 
the good over all payables compares with 
only $429,443 to start 1920, and a pre- 
vious record high of $6,660,389 at the 
end of 1917. 


The low cash position to start 1920 is 
misleading, since there was also a mys- 
terious item of $19,043,615 loans to and 
due from “affiliated companies” not  in- 
cluded above 

This item stood at $11,983,850 to start 
1921. In other words, over $7,000,000 of 


such loans were repaid in 1920. That and 
net available profits of the business in 
(Concluded on page 76) 
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Industrials 


American Hide & Leather— 

The second quarter’s report is expected 
in Wall Street to turn the $1,000,000 de- 
ficit of the first three months into a profit 
of like amount the next three. The turn 
for the better was due to heavy charging 
off of inventory losses in late 1920 and 
early 1921. The company able to 
take full advantage of the fair turn for 
the better in leather the second quarter. 
The had $14,700,000 net quick 
assets, including inventories, as of April 1. 


was 


company 


American Locomotive 
Another 
during the 


substantial order was received 
American 
All 
Among 
the buyers were Mexico, Japan, China and 
Trinidad. The 


past week by the 
Locomotive Co. for foreign shipment. 


told 51 locomotives were ordered. 


orders 
are significant; the need of transportation 
requirements 


sources of these 


are pressing everywhere. 


Mexico is particularly significant. From 
Mexico came the largest order and for 
heaviest locomotives. Certainty of revived 
demand at home is what is making the 
prospects of the equipment companies so 
bright, and explains the strength in the 
recent bear market of the company’s stock 
that of the Car & 


as well as American 


Foundry. 
American Sugar 

Sugar has not yet found a stable level. 
Such is also the case in connection with 
the shares of this leading company in the 


industry. But it would appear that it 1s 


not far from the bottom. It may yet 
take some time for consumers of sugars 
and middlemen to work off the large 


surplus stocks, but the period cannot be 


for long, considering how cheap is the 


price of the commodity now. Some time 
in August the directors will meet for ac- 
the 
what their decision may be will keep the 


back 


Should conservatism dic- 


tion on dividend. Ignorance as to 


shares moving and forth with an 
uncertain tone. 
Street 


company 


tate a dividend action which the 


may consider unfavorably the 
and its business will proceed nevertheless 
is prosperously 


as it has in the past and 


eventually emerge as St ible as ever. 


Baldwin Locomotive 

So quick Baldwin 
when the market recoiled last week from 
its pessimistic influence that the bears were 


was the upturn in 


caught unprepared and paid back a goodly 
part of the profits they had made selling the 
stock. Sentiment towards the equipments 


is becoming more favorable as the change 
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for the better in the earnings and credit 
of the railroads are considered. This would 
be but natural for what these properties 
stand most in need of is improved and ad- 
ditional equipment. In this respect they 
are like the individual, who has _ been 
forced to wear out his old clothes by 
necessitious economy. They must soon re- 
plenish their equipment wardrobe. 


Butterick— 


The mystery as to the rise in Butter- 
ick stock when business still is somewhat 
depressed in publishing circles is now 
explained by an official statement issued 
by the president of the company, who is 
always an optimist, but who is 
ways to be 


not al- 
Mr. 
Wilder contends that the new pattern the 
company 


seriously considered. 
market has 
increased materially the sales in this de- 
partment of the company’s business. He 
esstimates the net earnings so far as close 
to $600,000, against $59,000 in the previous 
year. 


is putting on the 


The delay in the publication. of the 
earnings statement is the result of bring- 
ing the accounts in conformity to certain 
tax Mr. Wilder says 
that by the end of the year the question 
of dividends can be considered. 


regulations. also 

3ut why 
wait for so long when the officials must 
know now whether they can be paid or 
no? 


Cerro de Pasco— 

Cerro holds its strength well. What- 
ever buying is noticed in it shows the 
earmarks of the kind intended to hold the 
stock until the recovery in the copper in- 
dustry warrants a higher price for it. 
The peace resolution ending the technical 
state of war with Germany is counted 
upon to exert a good effect on all the cop- 
pers, for now arrangements can be made 
without diplomatic hitches to 
the 
much in need of, provided proper credit 
can be provided. It may be from this 
source that the first signs of stimulation 


any pro- 


vide Germany with metal it is so 


in copper buying will make its appearance. 


Famous Players— 

Better things are now heard about this 
leading movie stock than was the case a 
month ago, when the fear of competition 
in the industry by German cinema con- 
cerns became a bugaboo. Under the in- 
fluence of this improved sentiment the 
stock recovered a considerable part of its 
market loss sustained during the last few 
weeks. Another pool it is said is now 
operating in the shares. A help to the 
pool, if the pool exists, is good earnings for 











showing about $6 for the 
The day of celestial salaries 
fer movie stars is past, the business is back 
ty. earth on a foundation of economy. 


the quarter, 
common. 


General Motors— 


With a profit and loss surplus of over 
121 millions to fall back upon the di- 
rectors of General Motors probably felt 
justified in continuing the present rate 
of dividend. Their action contained no 
surprise to Wall Street, which generally 
looked for such a procedure. The stock 
of the company occupies a strong position 
in public opinion since its financing is 
under the control of the Morgan house. 
While there is a general cutting in prices 
of automobiles it is not without its good 
side, for lower levels will stimulate buy- 
ing power and lower costs of manufac- 
turing will largely offset price concessions. 
General Motors is also fortunate in that 
it makes some popular-priced cars popular 


also in the estimation of motor enthu- 
siasts. At least until the date of the 
next dividend meeting approaches the 


question of its rate will not be much of a 
market factor. 


International Paper— 


The directors of the company announce 
a resumption of operation of its various 
mills. The strike has been settled to the 
advantage of the company, for it is not 
anticipated that the employes who are 
familiar with the depressed industrial con- 
ditions will refuse the cut made in wages. 


If they still refuse the plants will be 
opened anyway, such is the firm intention 
of the officials. The shutdown of the 


plants has helped in working off surplus 
The stock under- 
lying strength on the prospect of an early 
resumption of business. 


stock: has displayed 


Kelly-Springfield Tire 


By declaring the regular dividends on 
its common and preferred stocks the com- 
pany has settled this uncertainty under 
which the stock has dragged. The unim- 
paired dividends are also accepted as a 
reflection that the officials of the company 
are confident of an early change in the 
tire business, hence are prepared to draw 
upon a substantial surplus for any short- 
comings in net earnings with which to 
meet the usual dividend disbursements. 
There is always the advantage of having 
a good surplus accumulated from the 
operations of profitable years; it builds 
up a supply of fat to draw on in lean 
years. 
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Miami Copper— 

One of the few coppers to continue 
dividends is Miami which last week de- 
clared the usual quarterly payment of 50 
‘ents a share. The company’s copper 
output last month approximated 3,900,000 
pounds. In view of the fact that the 
company for the last three years has re- 
orted a deficit after paying dividends 
these @isbursements at present cannot 
‘ome from profits earned from. cur- 
‘ent production. Miami has a_ very 
arge surplus, much of it in cash form. It 
makes a substantial profit even on present 
prices, is operating 75% capacity, and sells 
its own metal independently of the “Asso- 
‘jation.” 


Studebaker— 

Better buying is to be noted in Stude- 
baker on all price concession than there is 
force behind the selling movement. The 
underlying strength the stock displays 
makes the short interest rather timid 
i\bout taking such a position for long. The 
strong pool that is operating in the stock 
has secured the respect of the shorts and 


has convinced a large following that ulti-~ 


mately Studebaker will be worth consider- 
able more than for what it is selling now. 
There does not seem to be any doubt in 
the Street of the continuation of the pres- 
ent seven per cent. dividend, which, were 
it maintained, would make the shares 
i1round the current level look cheap to the 
investor. By fall it is also anticipated 
that a recovery in the automobile busi- 
ness should have set in. 


Submarine Boat— 

This company bought about 66,000 shares 
of its stock in*the open market early this 
year. The price was around 11, it is said. 
The sellers were lucky, as the price this 
week was down under 5%, and the 50c 
semi-annual dividend was omitted. Earn- 
ings dropped off sharply after the first 
quarter this year. 


Woolworth— 

Woolworth sales dropped in June to 
$10,740,761, or about $77,200 under the 
figure for June a year ago. The drop is 
the more remarkable in view of new stores 
opened. Six months sales in 1921 at $62,- 
229,572 compare with $60,385,673 the first 
half of 1920, or only 3.05% increase. The 
stock holds very strong around 110 and 
higher uninfluenced by temporary business 
slowness. 


Rails 


Atchison- 
The May statement of earnings of Atchi- 
son made an impressive showing. Union 
Pacific and Southern Pacific as well as 
Pennsylvania for the same month, were 
satisfactory, but this road’s figures were 
even better. The increase in gross was 
ver $18,000,000, whereas the increase in 
net was $4,000,000. 
when the 12 per cent. wage cut was not yet 


This was for May 


n effect. Atchison in the face of such a 
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showing could not help but give a good ac- 
count of itself last week when the market 
turned. 


Canadian Pacific— 

Similar conditions have prevailed among 
the railroads in Canada that we have had 
here. The first six months making in 
general a poor showing. So no surprise 
is felt over the Canadian Pacific’s net 
decline for the period. The market does 
not act as if the showing was worthy of 
expression, and well can it ignore it in 
view of the fact that it is in the summer 
and clear weather months that the rails 
accumulate the bulk of their net earnings. 
Canadian Pacific in the last half period 
of the yedr expects to pile up much bet- 
ter returns. The harvest prospects for 
the Dominion are of the brightest, and 
the cut in wages, as well as other econo- 
mies railroads have effected in the oper- 
ating costs are expected to help this 
premier Canadian railroad meeting its 
usual dividend disbursement. 

Erie 

Erie has ceased these many years to be 
the butt of the punster’s jokes, and the 
earnings statements may explain the rea- 
son. Erie earned $1,173,155 net operating 
income in May 1921 versus a deficit 
“earned” in the same month in 1920 
amounting to $1,198,084. The gross in 
May 1921 exceeded a year ago by nearly 
ar even million dollars. Five months 
gross this year $46,060,962 compares with 
$41,051,000 a year ago. The May showing 
wiped out the four-months deficit and put 
net operating income $211,816 to the good, 
versus $6,824,029 deficit in five months of 
1920. 





Louisville & Nashville— 

It was no short covering responsible for 
the sudden jump in Louisville & Nashville, 
but an appreciation of its value and the 
unusual prospects before the property. 
These had been lost sight of more or less 
in a market impregnated for months with 
pessimism. Besides the good income the 
shares produce around their present selling 
price, there is a prospect of a palatable 
melon cutting when the increase in stock 
capital is authorized and the additional 
stock is divided pro rata among the share- 
holders. 


Northern Pacific— 

Railroad prospects have so much im- 
proved within the past month as to take 
the probability of the 7% dividend of this 
rcad somewhat out of the realm of specu- 
lation. July earnings will tell the story. 
If they show a healthy increase in net, 
there is every prospect of a further en- 
hancement in the market value of Northern 
-acific, which is conceded to have sold ex- 
tremely low for a security that has been 
paying 7% per annum. _ 


St Louis & San Francisco— 
Among the cheaper rails, Frisco is popu- 

lar with traders who are seeking bargains 

and are willing to assume the chance in- 


volved in low priced stocks. May net 


earnings were $459,000 in excéSs sof the 
same month last year, but the most en- 
couraging sign in the operating revenues 
o: the road is that the net is increasing 
notwithstanding the decrease in gross 
revenue. 


Oils 





California Petroleum— 

This stock held up remarkably well in 
the general onslaught against the oils last 
month. At around 40 the stock sells higher 
than average prices in former years. An 
oil stock to sell higher now than in the 
1919-20 oil booms is an anomaly indeed. 
But this particular company is in a posi- 
tion independent of the rest of the oil 
industry. Its special contracts, record 
production and phenomenal cash position, 
with likelihood of dividends soon, were 
reviewed in THE FINANCIAL Wor tp three 
weeks ago. 


General Asphalt— 

When the bears rushed blindly pell-mell 
to cover last week, they bid up prices from 
48 to over 54 in two days. The new tariff 
proposes to clap $1.50 a ton on crude 
asphalt imports of which the company im- 
ported 101,776 tons last year from Trini- 
dad and Bermudez. Refined asphalt is to 
be taxed $3.00. The tax is only moderate, 
but these days when oil and oil products 
sell so cheap, including oil refinery tar and 
asphalt residues, the asphalt market has 
heavy enough handicaps to 4ght without 
more burdens. 


Royal Dutch— 

While Mexican Petroleum, considered 
one of the important rivals of Royal 
Dutch, was weak the latter’s shares dis- 
played real underlying strength. If this 
opposite tendency conveyed any impres- 
sion it would be that the increased tax 
on oil by the Mexican Government, and 
the proposed tariff in our own Fordney 
measure were not so much market factors 
as it has been presupposed. Considering 
all the talk among oil producers of the 
expected scarcity in the supply of oil, in 
the end increased taxes and tariffs would 


exert but little influence on the prosper- . 


ity of the oil companies wherever located, 
since the United States is not the only 
country which is always in need of it. 


Texas Co.— 

Texas Company shares moved up sharp- 
lv Wednesday and Thursday, and Carib 
Syndicate stock broke to new low levels 
when it was announced that Carib share- 
holders had approved a plan on July 7 
whereby the Carib holdings become vast 
“potential reserves” of The Texas Co. for 
some years, at slight cost to the latter. 
Briefly, The Texas Co. will advance about 
$250,000 a year for holding the concessions 
and perhaps acquiring more, but is not 
obligated to spend any large sums for 
actual development. It will provide $5,000,- 
000 working capital and take 51% interest, 
when and if it exercises its option. 
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dividend-paying stocks have re- 

cently sold at unduly low levels. 
National Enameling & Stamping is one. 
For those who desire to purchase an 
income-producing security which has 
speculative prospects to boot, this is an 
issue which deserves attention. 


A DMITTEDLY, a great many good 


Last month when the stock sold down 
close to $40 a share rumors were rife 
to the effect that the company was fac- 
ing disastrous competition from abroad. 

The National Enameling & Stamping 
Co., as its name implies, manu- 
factures enameled ware and_ metal 
stamped goods. Its products include all 
sorts of kitchen utensils, hospital uten- 


sils, oil stoves and other similar arti- 
cles. Since the war, however, the com- 
pany has entered the steel business, 


forming an alliance with the St. Louis 
Coke & Chemical Co., which it controls 
through stock ownership. Space here 
does not permit of details about this sub- 
sidiary company, but suffice it to say that 
the investment in it bids fair to prove a 
profitable one to the National Enamel- 
ing & Stamping Co. as soon as the turn 
comes in the steel business. 


which has 
been “bearing” the stock lately has raked 
up the “spectre” of German and Aus- 
trian competition as the big factor. It 
is, therefore, 


The speculative contingent 


important to discuss this 
situation with a view to 
determining whether or not it has béen 
exaggerated. The National Enameling 
& Stamping Co. in business many 
years before the war, and while it never 
earned 


phase of the 


was 


enough to justify the payment 
of dividends on its common stock, it 
earned enough to make money and to 
‘meet, without difficulty, the dividends on 
its preferred stock and the interest and 
sinking fund charges on its bonds. 

With great improvement in its plant 
facilities, made possible by the plowing 
back of a large part of its war earn- 
ings into, the property; with a new source 
of revenue in its steel-making subsid- 
iary, which by the way furnishes the 
raw material out of which the standard 
products of the company are manufac- 
tured; with reduced fixed charges, ow- 
ing to the fact that its bonded debt has 
been gradually decreased by the opera- 
tion of the sinking fuad, and with an im- 
provement generally in the methods em- 
ployed in manufacturing operations, it 
would seem logical to suppose that the 
company a more favorable 
position to meet foreign competition than 
it was before the war. 
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National Enameling and Stamping 


Against that argument can be placed 
the fact that Germany is now favored 
by low exchange rates. In the final 
analysis these low exchange rates mean 
that labor is cheaper in Germany today 
than it was before the war, and that 
the raw materials which are produced 
in Germany itself are cheaper than they 
were before the war. As far as the 
efficiency of German labor is concerned, 
however, that is a question. Much has 
been said recently about the cheapness 
of German goods. But the public gener- 


ally has heard little about the quality 
of German goods. 
Well-informed authorities whom we 


have questioned about this have told us 
that a great many of the German prod- 
ucts which they have had an opportunity 
to inspect have been very inferior in 
quality, so inferior in fact that their 
low prices have proved no inducement 
to American buyers. 


Comparatively little enameled ware has 
been coming into this country, however, 
and it is not possible as yet to get de- 
cided and definite opinions from the ex- 
perts as to what Germany is doing along 
these lines. 


But regardless of competition and 
other factors, let us see what chances 
National Enameling & Stamping Co. has 
to continue the present dividends for 
another year and a half. The dividends 
for 1921 have already been declared for 
the full year, and will undoubtedly be 
paid. The company has for a number 
of years followed the custom of declar- 
ing dividends a year ahead. 

No one has questioned the conserva- 
tism of the declaration this year as the 
company showed earnings for 1920 of 
over $17 a share on its common stock. 
These earnings were after liberal charges 
for depreciations, repairs, renewals, Fed- 
eral taxes and sinking fund. 

At the end of 1920 the company had, 
according to its balance sheet, total cur- 
rent assets of $12,306,000 against total 
current liabilities of only $1,893,000, so 
that the net excess of current assets over 
current liabilities was $10,413,000, the 
largest on record with the exception of 
1919. It takes only $935,508 to pay a 
year’s dividend on the common stock 
at the rate of 6 per cent. That is less than 
one-tenth of the working capital. In short, 
if the company succeeded only in earn- 
ing its fixed charges and preferred divi- 
dends for the next year and a half it 
could afford to pay out common divi- 
dends at the present rate without injur- 
ing its working capital position seriously. 








Of the total current assets as of 
cember 31, 1920, $547,803 was represent- 
ed by cash in banks and on hand, $896,- 
637 by U. S. Government obligations and 
municipal bonds and $211,446 by other 


investments. Accounts and bills receiv- 
able amounted to $1,963,000. A good 
deal of money, it is true, was tied up in 
inventories, which totaled $8,687,000. 


But since the first of the year the 
company has taken the bull by the horns 
and has curtailed its operations mate- 
rially, so that the inference is that it has 
been able to liquidate a substantial part 
of its inventories. Of course, this has 
put the company in possession of cash 
or receivables which will be paid off as 
time goes on. 


While no later figures than the above 
on the financial position of the company 
have been published it seems reasonable 
to assume that the situation is very satis- 
factory and that the company will have 
plenty of money to meet its dividends 
for the rest of this year. 


Competition could hardly get headway 
before the end of this year and it is to 
be doubted whether it would begin to 
hurt the company’s business seriously, 
even granting that it was very powerful, 
before 1923. In view of that and taking 
into consideration the probability that 
domestic business conditions next year 
will be very much improved over this 
year, it would seem that the grounds for 
expecting National Enameling & Stamping 
Co. to continue its 6 per cent. payments at 
least throughout 1922 are reasonably well 
taken. 


At all events, there is a great deal 
better chance of this company continu- 
ing to pay dividends on its common stock 
than there is in the case of a large 
number of industrial concerns and while 
the issue cannot be considered strictly as 
an investment it appears to be extremely 
attractive as a speculative investment. 
The yield at current prices around 45 
is in excess of 12 per cent. 

* * * 


Notre.—Since the above was written the 
Fordney Tariff Bill has come to hand, 
and we find that it includes provisions 
that should be very favorable to the 
National Enameling & Stamping Co. The 
tariffs on enameled wares are fixed at 5 
cents a pound and 30 per cent. ad valorem. 
That is nearly the maximum asked for 
by the representatives of the domestic 
manufacturers. 


Since these provisions have had a 
chance to circulate there has been notice- 
able strength in the stock. 
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HE other day I ran across a cheerful 
business man who came from Wilm- 
ington, Del., to look over the stock 
market situation and his conclusion, as 
expressed to me was that the first revival 
in prices should come in public utility 
securities. “Just think,” he said, “some 
of the public utility companies down my 
way and in other places, have lately re- 
ceived permission to increase gas and 
electric lighting rates and they are now 
able to buy fuel oil at two cents a gallon 
in the midcontinent field for 84 cents a bar- 
rel. It is true it costs about four cents a 
gallon freight to ship it to the places 
where it has to be used, but 6 cents a 
vallon for oil laid down at the factory 
gate isn’t at all bad when one considers 
the tremendous inflation that took place 
during the war-time period. Oil of this 
class is a big factor also in the operations 
of the electric street railway lines and 
moreover soft coal which the street car 
companies use in such prodigious quanti- 
ties can now be bought at the mines at 
from $2 to $2.75 a ton. Copper, also a 
product used extensively by the traction 
companies, is now about 60% under 
war prices. 


“Again, one must not forget that the 
wage scales among the public utility work- 
ers have been revised downward in many 
sections of the country in the last six 
months and in addition these workers are 
much more efficient. Yes, I’m bullish on 
the good utility stocks. Managers of these 
companies have learned a great deal about 
how to make effective the new economies 
they have hit upon under stress of neces- 
sity. If any public utility corporations 
go wrong in the next few years it will be 
the fault of management. I think, too, 
that the chances favor a big improvement 
in your public utility situation right here 
in New York in the next six months and 
| say that while acknowledging the 
severity of the strain the metropolitan 
companies have been under and the handi- 
caps they have had to overcome under the 
five cent fare burden.” 

x + 


The people hardest hit in the contrac- 
tion in general business are those ex- 
porters and importers who made so much 
money in 1919 and the early part of 1920. 
Never before have I witnessed such ex- 
tremes of wealth and hard luck in so short 
a time. Two years ago I had a friend in 
the export commission business who 
thought nothing of making $2000 a week 
in commissions. He traveled about in a 
fancy car and had two secretaries. A 
week ago he applied to me for a }ab and 
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was willing to work for $35 a week! Ab- 
solutely down and out, car and secre- 
taries gone, business dried up or next to 
it and all the help discharged. He declared 
his case was by no means an exception 
and that scores of men in the importing 
and exporting business who had paid as 
high as $5000 and $10,000 Federal income 
tax, were now working as clerks on small 
salaries or were wholly idle. 


ok 2 


I hear that some of the biggest bears in 
Wall Street who were very successful all 
through last month’s stock market decline 
have closed their accounts and departed 
for various summer resorts where they 
will rest and spend some of their big gains 
in expensive yachting and entertaining 
friends. Among these big plungers, who 
think nothing of swinging 25,000 and 
50,000 shares in a day, is a speculator who 
has been unusually successful in cotton 
speculation as well as in stocks. His chief 
broker on the Stock Exchange covered 
100,000 shares of “short” stock June 23 
and 24 at a profit variously estimated at 
from $600,000 to $700,000. Several other 
smaller plungers also retired with respect- 
able fortunes to their credit. A few of 
those who were intensely bearish in June 
on the entire stock list have remained in 
the game to tempt their fortunes further 
but they are conducting their operations 
much more cautiously on the short side 
now and one or two of them have even 
turned bullish and have bought stocks. 


* * * 


As I interpret the sentiment in the New 
York financial district, it is that before the 
summer is over a distinct improvement in 
general conditions and sentiment. will 
have taken place and that stocks will re- 
flect this in slowly rising prices. The 
first half of the year 1921 will not soon 
be forgotten but despite all the ills which 
it brought in its brief life, the optimists 
outnumber the pessimists two to one and 
the opinion is specially strong that the 
cooperation that has been established be- 
tween the nation’s leading financiers and 
the Harding administration will res *~- 
a stabilizing and strengthening of the 
nation’s finances and industry in a way 
that will dissipate all fears of further 


trouble. 
x * * 


An early stabilization of automobile 
shares is anticipated in Wall Street despite 
the announcements of additional com- 
panies which have been forced to an- 
nounce price reductions, About thirty 
concerns in all, most of them well known 





FARA FRAPPR Te 


het Wall Street 


SG58S5 
Aesss 
Yases 
tues 





in the auto trade, have cut prices, but 
they will be able to go right on without 
any reduction in profits simply because 
the lower cost of production and wage re- 
adjustments have offset wholly or in great 
part the price cuts which have been made. 
A few of the poorly financed concerns 
may have to shut up shop, but the larger 
companies will, it is believed, be able to 
show balance statements and earnings 
statements at the close of the year which 
will prove to the investing public that the 
worst has been seen in the trade. 


e 2 & 


If the reinvestment demand in July 
shall prove to be encouraging, underwrit- 
ing bankers and large investment houses 
will resume active work on plans for con- 
siderable new financing during the re- 
maining months of 1921. One house with 
whose investment business I am thorough- 
ly familiar received numerous letters dur- 
ing the month of June saying in effect 
that the writers would be in the market 
after July 1 for blocks of good bonds in 
amounts ranging from $5,000 to $25,000 
and yielding from 6 to 7 per cent. It is 
surmised that these are not isolated in- 
stances of the attitude of the investing 
public, and that a similar experience has 
come to other houses in Wall Street. The 
shelves of the important investment houses 
are not. overloaded with unsold issues, 
and a healthy demand of the sort indi- 
cated would do much toward starting the 
prosperity wave which Postmaster Gen- 
eral Hays predicts. 


* * * 


There is general and warm approval in 
Wall Street banking circles of the first 
rank with the public declaration made by 
Postmaster General Will S. Hays to the 
effect that widespread and lasting prosper- 
ity is coming to the United States. Mr. 
Hays uttered his prophecy on the occasion 
of his advocacy of a reform of the Postal 
Savings Bank system to the end that the 
Government make more liberal terms with 
depositors in the matter of interest pay- 
ments. There is too much money stowed 
away in old stockings and other hiding 
places adopted by overcautious workers, 
and it is this money, amounting to many 
millions, which the Postmaster General 
hopes to entice into the Postal Savings 
system by means of an increase in the in- 
terest rate paid on deposits and making 
it easier also for borrowers to make 
loans from the Postal Savings system 
through the recognized banking institu- 
tions in which 

(Concluded on page 77) 
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moneys will be redeposited. 
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By THE OBSERVER 


It is just this that the public is doing now. 


Peace by resolution rather than in 
The the form of a treaty has been made 
Last 
Step 


with Germany and with Austria. 
This manner of bringing to an end 
a technical state of war will meet 
with general approval, though it may find some ob- 
jectors among the loyal adherents of ex-President 
Wilson's ideal dream of a “League of Nations.” 

In advocating a peace by resolution President Hard- 
ing does not add to the complications with which the 
existing League of Nations has been wrestling; nor 
is this international affiliation’s good purposes repu- 
diated, which might have been the inference were a 
separate treaty entered into with the German or Aus- 
trian Empires. 

Our good neighbor The Times does not seem to 
derive much comfort out of this practical method of 
ending a technical state of war. It points to the fact 
that its effect on our international trade has been of 
A careful survey of our entire for- 
eign trade and exchange business indicates a recov- 
ery that does not depend upon the restoration of 


a minor nature. 


amicable relations with our former enemies, but upon 
the reconstruction of stable international credit facil- 
ities. 

This is going to be a slow process, in which every 
factor like the restoration of peace must play a part 
and help along. Our bankers and our merchants can 
now begin to plan directly with their international 
confreres under the official sanction of their coun- 
tries on ways and means to put the Old World back 


on its feet. 


Several times within the last two 
Wise decades the investing public has dis- 
Bargain 
Hunters 


played far more discernment in its 
dealing in securities than the Wall 
Street trader. As a reward for such 
wisdom at the right moment the ultimate profit has been 
larger. 

There is ample and substantial proof to support the 
above statement. It is to be had in the increase in the 
number of individual shareholders reported by our large 
corporations since the first of the year. We might call 
this evidence of an intellectual phenomena, a sign that 
the breed of the Wall Street lamb has completely 
changed. 

Usually it has been the case where the public has 
been stampeded by a declining market. But today, 
if the evidence on hand serves as a proof, it is the 
speculator who has lost all sense of real proportion. 
As long as the public does not hold its nose too close 
to the ticker its judgment is free from the transitory 
fevers through which Wall Street passes, and it can 
look beyond the temporary horizon of the Street 


trader. 


It did 
this also after the panic of 1907. Backed by faith in 
the country’s future it can sense when securities are 
selling much below their normal values, and arriving 
at this viewpoint is prepared to absorb the substantial 
stocks and wait for real fundamental conditions to 
assert themselves. 

Nor has the public displayed less intelligence in a 
period when signs are strong to sell securities and cash 
profits. This fact is well authenticated by an analysis 
of the number of shareholders of the United States 
Steel Corporation. Probably a study of the stock- 
holders’ lists of other corporations would reveal a 
similar trend of intelligent investing. 

The Steel list showed that the public bought stock 
in greater volume when the industry was at its lowest 
stage, and when the market was at its worst, and was 
represented in least number when the business was in 
its most prosperous stages. 


Is a tax worth while that in the final 


Tax test adds a burden on the consum- 
on ing public, even when its purpose is 
Oil to increase the National revenues? 


It is from this angle that the tax on 
oil imported into the country must be considered. A 
good many old line protectionists in the Republican 
party will consider the inclusion by Congressman Ford- 
ney of a stiff tax on oil in his tariff bill as a big blunder. 
In the first place this impost will not increase to any 
extent the Government’s revenues, for it will make it 
almost impossible for foreign producers of petroleum 
to compete with domestic production. Our own pro- 
duction is so limited as to boost the price of our own 
oil to even higher prices than already have been touched 
now that the gate has been closed to open competition 
by the tax. 
ven with the slump in the price of gasoline during 
the last few months it is still high compared to what 
it sold for several years ago. Motorists are still pay- 
It will cost 
them considerably more when business begins to show 


signs of 


ing around 25 to 27 cents a gallon for it. 
recovery. The American consumer conse- 
quently will foot the bill, not the foreign oil producers. 
Surely it is not the intention of the Republican party 
to add to the living cost of the people. To entertain 
this motive is so much out of line with the announced 
determination of the party’s chieftain to effect, as far 
as it is within his power, reforms and legislation which 
will reduce living costs rather than to increase them. 

Before this tax on oil is finally accepted leaders in 
the Senate and the President himself should consider 
its ultimate economic bearings from a broad and non- 
partisan viewpoint. More than likely they would then 
realize the fitness of rejecting it. 








A group of Congressmen were 


Our gathered in the room of a promi- 
Tax nent New York hotel. They, too, 
Problem had journeyed to the metropolis 


in answer to the primitive call of 
man, and had come to see the fight. 

After the conversation about the contest had ex- 
hausted itself the discussion turned in the direction 
of the work of Congress. Just then a New Yorker who 
happened to be the guest of the visiting solons sudden- 
ly precipitated an agitated debate by asking why there 
had been so much delay in determining the pressing 
tax problem of the nation. 

One of the members of the House acridly replied to 
the interrogator that it is not the intention of Con- 
gress to burden the West just because the financial 
interests of the East sought relief from taxation. He 


had his mind on the sales tax, as if the problem hinged — 


entirely on its acceptance. 

This view so spontaneously expressed is interesting 
as reflecting the views of certain Congressmen. Their 
sectionalism prevents them from considering the en- 
tire question in a broad light. They cannot realize 
somehow how much the uncertainty over future taxes 
may be holding back business, yet all of them were 
sent to the National Capital by their constituents with 
a hope that they could arrive at an early solution of 
the problem of reviving trade, a possible thing only 
when a more moderate system of taxation is devised. 

But whenever has Congress approached big  busi- 
ness questions with a business point of view? Our 
national legislature should realize that the making of 
early prosperity is largely in their hands. 
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An ambitious plan for the restora- 


Bank tion of international credit is pro- 
of posed by Senator Hitchcock of Ne- 
Nations braska, who urges the establish- 


ment of an International Bank of 
Nations. It is his idea to have such an institution start 
with a substantial capital. This he puts at $2,400,000,- 
000, of which the United States Government would 
subscribe half, the remainder of the stock to be taken 
by ‘foreign governments, American banks, exporters 
and importers. This scheme is akin to our Federal 
Reserve Banks which were designed to stabilize our 
domestic credit structure. 

When the Peace Treaty was first under considera- 
tion arn international banking pool backed by the Al- 
lied Governments was seriously considered as a means 
of stabilizing foreign exchange and foreign trade, 
which all the representatives at this conference real- 
ized would require nursing to avoid a breakdown. But 
it was then felt that any such alliance might involve 
the freedom in future political negotiations and result 
in foreign entanglements. It fell through just because 
of such fears. 

On this same rock Senator Hitchcock's International 
Bank of Nations might split itself into fragments. We 


may not wish to tie ourselves up, as we would do by 
permitting foreign governments to become stoakhold- 
ers in the institution, who would have some. voice in 
the management of its affairs. Being timid about the 


ways of foreign diplomacy the suggestion of such 
intimate financial relations may not meet with much 
support. 

But there could be no such objection if the capital 
was raised through private source and an operating 
basis with foreign governments worked out that would 
not involve an obligatory partnership. The same pur- 
pose is aimed at in the present Edge law, providing 
Government sanction for the organization of private 
corporations, or pools, or cartels, for the stabilization 
of foreign exchange and foreign trade, but as yet they 
have been unable to do much because of the general 
credit situation. 


Germany’s rapid progress along the 


Work path of reconstruction is attracting 
the much attention on all sides. The 
Remedy newspapers comment upon it ed- 


itorially more with the purpose in 
mind of impressing upon our people the fact that if a 
country supposedly distressed by its blunders beyond 
immediate recuperation can so quickly proceed to her 
restoration as a commercial factor, why not us? 

Our financial situation is incomparably above that 
of Germany. Yet here we are in the throes of 
an industrial depression and the nation’s mind is 
steeped in pessimism. If we are to find the answer 
to this riddle we must be honest with ourselves. In 
Germany, the Government and the people, when it was 
realized the war had been lost and full penalty must be 
paid for the Kaiser’s colossal blunder, got down to 
brass tacks. 

The whole nation began to work assiduously and in- 
dustriously. They realized that only through hard 
labor could the wealth be created to pay her obligations. 
In work is the panacea of industrial ills. Work on 
a basis permitting a ratable return for the wage earner, 
the distributor of its product, and the capital that is 
engaged in providing the tools for labor. 

But with us our principal fault is that we think by 
some artificial agent it is still possible to maintain our 
semi-inflation prices, The result is we are permitting 
Germany to steal a march on us with her cheaper prod- 
ucts. Her more reasonable labor permits her to flood 
our markets. Nor is she wedded to the fetish. of 
expecting high war-time prices for the high-cost goods 
on her shelves. She carries no goods on her shelves. 
She sells ’em. 

Let us do likewise—only better. 


$300,000 was paid to the big, burly 


The Dempsey: for successfully defend- 
Big ing the heavyweight championship 
Fist of the world. For less than eleven 


minutes of work he received $450 a 
second. The cost to see Brute Strength disport itself 
in a roped circle has jumped up considerable since the 
time Sullivan fought with bare fists. 

Brains, though, remain very much underrated. The 
world could lose all of its Dempseys and not suffer a 
tittle by it. Yet it could never spare a Madame Curie, 
whose searching mind discovered radium, and helped 
the world. Does brawn best brain? 
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HE past week in municipal bonds 
hs been a quiet one, due in no small 
part to the holiday and mid-year 
readjustments. Price changes were not 
significant. Demand for municipal obli- 
gations remains firm and all borrowers 
who are willing to meet market conditions 
have little difficulty in securing ample 
accommodation. 


Dealers are anticipating an increase in 
the volume of new offerings a little later 
on, when general confidence is restored 
and credit is more plentiful. Dullness dur- 
ing the mid-summer months is proverbial 
and the slackened pace at this time is not 
discouraging. 


The State of New Jersey disposed of a 
substantial amount of bonds a short time 
ago at a price of par and a slight premium. 
The issues consisted of about $10,000,000 
of Soldier’s Bonus Bonds and pretty close 
to an equal amount for the beginning cf 
the Hudson River Tunnel and Delaware 
River Bridge projects. The majority of 
the bids came from New Jersey banks, 
trust companies, life insurance companies 
and similar institutions. Up to the pres- 
ent time the State of New Jersey has been 
free of indebtedness, and it is felt in some 
quarters that perhaps an undue advantage 
was taken of this fact and a higher price 
than justified was exacted from the buy- 
ers. A minimum price of par for State 
bonds is fixed by law and the sale was 
of a rather forced character. It is not 
unlikely that an unsatisfactory market for 
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these bonds will develop in view of the 
type of purchasers. A substantial pro- 
portion of the issues will, in all probabil- 
ity, be retained for investment by those 
taking the bonds from the State, but the 
remainder which comes onto the open 
market are apt to display tendencies 
towards heaviness. When there is an 
absence of a syndicate to regulate prices 
and keep them uniform prospective in- 
vestors will no doubt endeavor to receive 
concessions from the scattered sellers and 








WEEKLY INVESTMENT 
SUGGESTIONS 


Long Term 


Yieid 

Issue %o 

State of New York 4s 1961*........ 4.65 
City of Yonkers 4%s 1945*......... 5.10 
City of Oswego 5%4s 1946*......... 5.00 
City of Portland 4s 1946............ 5.60 


Philadelphia School District 5s 1950.. 4.85 
Short Term 


State of California 4s 1928*......... 5:75 
City of Fall River 4s, 1924*......... 6.00. 
City of Quiney 4s, 1925*..... 00.00 6.00 
City of Minneapolis 4s, 1922........ 6.90 
City of Sacramento 4%s 1923....... 6.50 





*Legal Investment in New York State. 








a very irregular market be seen. Such a 
condition will not improve the chances 
of success of future offerings, a number 
of which are likely to be necessary before 
the contemplated public improvements are 
completed. 


It is reported that the recent offering by 
the City of Detroit has been satisfactorily 
placed with the investing public. The 
heavy issue of New York State which 
made its appearance some time ago has 
also been practically cleaned up. Buyers 
of this issue felt that they were getting 
full value for the funds expended and 
were eager to purchase to the limit of 
their ability. The Pennsylvania State 
Highway issue of $8,000,000 5 per cent. 
bonds has found a responsive market and 
went at a small premium over par. It is 
stated that an additional block amounting 
to $2,000,000, which forms a part of the 
unsold portion remaining on the State's 
hands, has been taken also. 


The municipal bond market at this time 
therefore seems to be pretty well clear of 
undigested offerings of any _ sizabie 
amounts, and the immediate future, at 
least, should see a better tone. There are 
several good sized offerings impending 
and when these appear dealers can give 
their undivided attention to them and 


should be able to negotiate a relatively 
quick turn-over. 


Although there are few valid reasons 
why municipal bonds should be tax- 
exempt, it is not believed that they will 
lose their popularity altogether if the pro- 
posal to place them on a taxable basis 
becomes an actuality. The indentures cov- 
ering the present outstanding issues, of 
course, cannot be modified or changed in 
any way and these bonds can never be 
subject to such a law. The only manner 
in which they can be affected is by a re- 
vision in the income tax schedules where- 
by they would lose their value of exemp- 
tion if the rate should be so moderate as 
to permit investment in taxable issues by 
those having large incomes. <A_ switch 
would be the natural proceedure in view 
of the better return offered by corporate 
instrumentalities. Such a little amount 
of progress has been made toward any 
revision up to this time that there is not 
the same degree of eagerness manifested 
by the holders of tax-exempts to chance 
their types of investments as was the case 
some time ago when definite action 
seemed to be imminent. The war has been 
over for more than two years and a Re- 
publican Congress has been in power for 
an equal length of time, but Government 
expenditures go on unabated. Little won- 
der that enthusiasm is dampened. 


Some of the important bond offerings 
of the week were: 


CITY OF BALTIMORE 5s 


The City of Baltimore has sold $2,348,- 
000 of 5 per cent. General Improvement 
Bonds, due serially from 1922 to 1925, at 
prices to yield the purchaser from 6.00 per 
cent. to 5.875 per cent. The total as- 
sessed valuation of property is given as 
$1,173,282,907, and net bonded debt as 
$57,804,673. Of the bonded debt $5,640,000 
is for an electrical conduit system and 
$8,425,700 for docks and piers, which are 
productive assets. This issue is legal in- 
vestment for savings banks and trust funds 
in New York and New England States. 


ST. LOUIS CO., MINN., 5s 

Saint Louis County, Minnesota, has sold 
$500,000 5 per cent. Road Bonds, due Janu- 
ary 1, 1931, at a price to yield 5.70 per 
cent. This country has the largest as- 
sessed valuation and the third largest pop- 
ulation of all the counties of Minnesota. 
Assessed valuation 1920 $425,336,441, total 
bonded debt $3,366,000, or at a ratio of 
less than 1 per cent. Located in this 
county are the famous Mesaba and Ver- 
million iron ranges, which produce ap- 
proximately one-third of the world’s sup- 
ply of iron ore. 
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Underlying Market Conditions Assert Themselves 


VEN before the three-day holiday session,: there appeared certain unmistakable 
signs to indicate that the stock market was beginning to free itself from the 
weakness by which it was influenced for more than a month. 


One of the most significant of these warnings was the indifference, and almost con- 
tempt, with which the general list treated the onslaught of selling of Mexican Petroleum. 
For two days overconfident raiders, who have grown paper rich, through their selling of 
the stock, pounded it to lower levels until a bottom was reached below 90 that had not 


been touched since 1918. 


As for the stock market it kept this bear frolic confined to its own back yard. 


But on last Wednesday the market like a sleeping lion turned upon its disturbers. 
Before the session was over the hospital ward was filled with injured bears, some of whom 


lost in a few hours all they made in a month. 


Yet, had this break in Mexican Petroleum occurred several weeks ago, in all likeli- 
hood, because of the then existing case of unstrung nerves, it would not have been 
localized to this individual security, but would have torn its way through the prices of 
other stocks, irrespective of their merits or possibilities. It is not difficult to opine what 
happened during the past week. It is an old story of certain definite situations that will 


arise in the course of a security market. 


A dead level had been reached; a level 
that will not bend. Such levels are touched 
in a bear movement, just as much as in a 
bullish one. In November 1919 the stock 
market optimists crushed themselves 


against it when they did not heed the sign- 


that stock prices could no longer be lifted 
to higher altitudes. Keen scented bears, 
saw the pending sharp business reaction, 
having been warned by the decisions of the 
Federal Reserve Board to curtail credits, 
and they sold to the bulls all the stocks 
they clamored for and much more. Under 
this irresistible pressure it was then inevit- 
able for the market to turn its course 
downward. 


Now it is apparent that the other dead 
level has been reached, where short selling 
cannot make much headway, for the float- 
ing supply of securities has for weeks been 
gradually absorbed. There may develop 
sclling movements in the future, but they 
will be in the nature of minor and not 
major ones. 


This conclusion is reached by the serious 
consideration that must be given to the 
underlying fundamental influences which 
are the propelling motive force of all 
definite market tendencies. Array them 
side by side and the force of their appeal 
for a better period ahead for the stock 
market seems indisputable. 


Forced liquidation has run its course. 


Net railroad earnings are showing per- 
ceptible increases. 
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“Mortalities among industrials have been 

insignificant in proportion to what the 
rumor mongers intimated we might ex- 
pect. 


Buying of merchandise is proceeding on 
an increasing scale. The writer knows of 
one instance of a large western dry goods 
concern which has thirty buyers in New 
York who have been commissioned to buy 
$1,000,000 worth of merchandise, and this 
instance is not the exception. 


A good harvest in prospect. 


Few labor disturbances. 


These are but a few of the constructive 
agencies at work in the stock market. 
Others ‘could be mentioned did space per- 
mit, but those to which reference is made 
suffice to indicate some of the high bar- 
riers over which short selling and belated 
pessimism cannot hurdle long without 
steeplechasing themselves into a fall. 


Last week and the week before THE 
FINANCIAL Worwp confidently expressed 
itself that the market had been sold to a 
standstill, to where security prices had 
touched ridiculously low levels, so much 
so that there were presented to investors 
opportunities for bargains such as in all 
probability would not again be witnessed in 
this generation. In arriving at this opinion 
it was never necessary to claim any magic, 
or occult power. Hard common sense would 
alone suggest the conclusion. Market up- 
turn last week bore up the “prediction.” 
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Cyclone Cellar 
(Concluded from page 46) 
Europe’s 


the voluntary abrogation of 


debt to us, as a measure of business 
But there need be no form- 


methods are 


expediency. 
al repudiation if sound 
employed in the future. 

Another factor which has been the 
subject of much debate. and apprehen- 
sion is the with 


exchange of goods 


European nations. This point will be 
article, but the 
that if 
no selfish or mistaken restrictive meas- 


discussed in another 


opinion is offered in advance 


ures are foreign trade 
There is little 
reason to doubt the ability of national 


adopted our 
will take care of itself. 


and financial interests, working to- 
gether, or the latter working alone, 
to arrange ample and suitable credit 


terms. 
THE FUTURE OUTLOOK 
Barring some unlooked-for upheaval 


of a very serious character, or some 


inconceivably unscientific legislation, 


both of which eventualities may be 
classed as improbabilities, we may look 
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forward to satisfactory progress during 
the next year or two. For while fear 
than 


hope, sentiment can change very quick- 


is admittedly more contagious 
ly from gloom to optimism if there is 


a little encouragement. 


The real disaster, the greatest menace 
growing out of warfare, will develop 
indeed it 


later on, if develops at all. 


This menace consists of the inevitable 


effects of the ruinous burden of taxa- 
tion under which the world is now 
laboring. The effects of this burden 


will not reach the stages of acute man- 
ifestation so long as reconstruction and 
deferred work provide the masses with 
employment, and so long as their sav- 
ings will permit them to go on without 
actual when 
the unemployment appears and the sav- 


physical privation. But 
ings have been wiped out by attrition 
there will be trouble, unless some means 
has been found to radically change the 
situation. It will be contended further 
on that the only avenue of escape from 
conditions lies in a 


very bad program 


of disarmament. 





The preceding paragraphs represent 
a rather dry array of facts and argu- 
ments, but dissertations of this char- 
acter cannot well be 
ing. 


made entertain- 
However, it would be impossible 
to arrive at a clear concept of future 
expectations so long as the mistaken 
idea of an impoverished 
sists. 


world per- 


Looking only to the more immediate 
future the most vital step toward a 
recovery in business is to quit shiver- 
ing and talking and get to trading. All 
progress consists of the exchange of 
services between men. The emphasized 
word is used advisedly, as an exchange 
of goods is, in the final analysis, noth- 
ing but an exchange of human services. 
Individuals or nations are able to pro- 
duce more of a certain thing than they 
can use, and the surplus is exchanged 
for some other objects of necessity or 
desire produced by other men or na- 
tions. All the essential factors enter- 
ing into production and exchange are 
present in a greater degree today than 
ever before and all that is necessary 
is to get the machinery started. 

A good many people are still in the 
cyclone cellars. Production and ex- 
change cannot be carried on in a satis- 
factory manner from such headquarters. 
There are unmistakable evidences, how- 
ever, that some of the most courageous 
and far-sighted men are coming out, and 
the more timid are poking their heads 
up and looking around. 

In view of the extensive depression 
of sentiment which exists at this writ- 
ing the opinions 
too optimistic. 


offered may appear 
3ut more danger lurks 
in pessimism than in optimism now. A 
little over a year ago there was world- 
wide over-stimulation, enthusiasm and 
credulity. 
about its 
penalties. 


This state of mind brought 


own excesses and its own 
It is difficult for some people 
to conceive of any such thing as over- 
conservatism or too much caution. 
These may well reflect on an old but 
not very well-known proverb: “He 
who waits for all things to be proved 
will have only 


experience to reward 


his patience.” 








EDITOR’S next 
article of this will with 
“Labor Conditions and Prospects.” 


NOTE 


series 


The 


deal 





IER SO, 
Taste of His Own Medicine 
A Kansas City newspaper tells of 

how a sneak thief invaded a Pullman 

car in which R. P. Matches and his 
wife were journeying to Chicago and 
robbing the couple of jewelry valued 
at over $2,500. Thus has cruel fate given 

Matches a dose of his own medicine. 

The jewelry that was taken from him 

was paid for by the money careless 

and non-investigating investors sent 
him for such get-rich-quick stocks as 

Emerson Motor, Ford Tractor and 

lately for an oil stock. P 
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Moderately Active and Strong 


ITH the May railroad earnings available a noticeable change in sentiment 


towards railroad bonds is in evidence, especially in connection with the 


second-grade and more speculative issues. 


Practically all of the recent 


losses have been recovered and buying in the more promising ones was sufficient 
to register ever higher levels than prevailed before the break. 


It is an accepted truism that securities markets discount coming events some 
time in advance and when the long expected development becomes an actuality the 
particular stock or bond is pretty sure to respond by moving in the opposite 
direction than would be the case if the future had not been foreseen. 


As a matter of fact, however, there are so many other elements which enter 
into the conditions governing the market action of a security that discounting 


in advance can be considered as almost negligible. 


Security holders, like almost 


everyone else, must see developments with their own eyes and not take any 
chances on the proverbial slip ’twixt the cup and the lip, before making commit- 


ments. 


A close study of fundamental condi- 
tions reveals the fact that while defla- 
tion and readjustment are still in prog- 
ress a tremendous stride towards ar- 
riving at normal has been made and a 
few months hence will no doubt wit- 
ness the commercial and industrial sit- 
uation on a very much more optimistic 
basis than the bond prices of a few 
weeks ago or even now would seem 


to warrant. 


The railroads and railroad bonds may 
be taken as examples. It does not re- 
quire a great deal of original research 
to determine that such companies as 
Pacific and Rock Island al- 


ways show an expansion in gross earn- 


Missouri 


ings in the late summer and autumn 
months due to a movement of crops 
to eastern markets, or that the coal 
roads such as Baltimore & Ohio or 
Chesapeake & Ohio also show an in- 
crease in the autumn and winter when 
large stocks of coal for winter con- 
sumption are being moved. 


Just so soon as the building trades 
become active it is reasonable to ex- 
pect a gain in traffic on the roads 
which haul large amounts of lumber, 
etc., as Saint Paul. There has also 
never been any reason to believe that 
operating expenses would not decline 
as the causes which brought about the 
advances were removed or modified. In 
fact, monthly earnings reports already 
demonstrate the accomplishment of 
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this, and that before any decreases in 
wages have gone into effect. 


Now, if indications point to an in- 
crease in gross and a decrease in oper- 
ating expenses during the next few 
months there is certain to be found a 
very substantial gain in net earnings 
within that time. And as yet prices 
for the speculative rail bonds have not 
advanced to any but remain 
level in twenty 
Interest in the latter half of 
1921 and in 1922 is likely to be safer 
than has been the case for many years 
in connection with second-grade rail 
bonds, with a few exceptions where 


CXtent, 
close to the lowest 


years. 


deficits have become too burdensome 
for immediate relief. 


If markets discounted in advance to 


the extent generally believed prices 
would most certainly be many points 
above their present level. Next to 


earnings, which are, of course, the 
foundations for all market values, the 
most important factors governing bond 
prices are money and credit. The re- 
lation is close and without discussing 
the necessity of ample credit if any 
industry is to operate profitably, money 
rates and prices can be con- 
sidered as maintaining a _ consistent 
ratio. When money rates decline bond 
yields decline in like manner, or in 
other words, prices advance. Great 
progress has been achieved in the mat- 
ter of strengthening the credit position 
of the: United States and lower rates 
for both time and call funds are in 
effect. This is sure to be reflected by 
higher bond prices a little later on. 


bond 
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“Dependable 
Investment”’ 


An authoritative discussion in 
brief easily read form of the 
considerations to be observed 
in selecting securities, 


Advice to investors whose 
knowledge of finance is 
limited by their own experi- 
ences is embodied in this 16- 
page booklet. 


A copy sent free 
on request. 
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New Bond 
Issues 


In order to keep posted re- 
garding all important issues of 
foreign and domestic bonds, 
ask to have your name placed 


on our List XL-31. 


While under no obligation to 
buy, you will then have in your 
possession information about 
every attractive issue as soon 
as it is placed on the market. 
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Buffalo Securities 


Our new private wire to Buffalo 
enables us to keep in close touch 
with the markets for all Buffalo 
securities and places us in a 
position to furnish quotations 
promptly. 
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Firm Undertone But Quiet 


HE public utility market asa whole cannot be termed as active, but there is, 
nevertheless, a decided increase in interest in connection with this class of se- 


curities. 


Consistent improvement in both gross and net earnings, month by 


month, by the major portion of the important utility companies seems to be making 
an impression on investors and comes as a welcome contrast to those who are for- 
tunate enough to have public utility securities in their strong boxes along with those 


of industrial concerns. 


At a time such as the present the security buyer is apt to recall the fact that never 
within his knowledge has there occurred a panic or marked depression in the public 


service industry. 


Never has it been necessary to resort to price cutting in order to 


stimulate demand or operate at a low percentage of capacity because of general con- 


ditions. 


It is quite true that the public utility industry has recently passed through a 
crisis, but this was due solely to inability on the part of individuals, who were in no 
wise concerned with any other consideration than that of holding a lucrative position 
at the cost of taxpayers, to recognize the fact that war meant inflation. 


Every other industry, with the exception 
of the railroads, when it was faced with 
inflated wages and inflated commodity 
prices was able to meet the exigency by 
demanding a higher price for its product. 


That crisis, however, is fortunatel, a 
thing of the past, and is not likely to re- 
occur unless another war materializes. 
Then, of course, another story in regards 
to investments would be written. It is 
now recognized that the public utility in- 
dustry is a vital one to the health, prog- 
ress and convenience, not to say safety, of 
a community, and that it is deserving of 


the good will of its customers and neigh- 
bors. 


One of the greatest factors in bring- 
ing about a change of sentiment towards 
the public utility companies by the resi- 
dents of the respective communities served 
is the customers-ownership plan which has 
been put into operation in many locali- 
ties. It has been a tedious and expensive 
task, but one which is beginning to pay 
well. It is not an uncommon thing for 
the management of a public utility com- 
pany now to make the boast that seventy- 
five per cent. of the customers are stock- 
holders or forty per cent. of the out- 
standing capitalization is owned by those 
served by the company. 


In this way the problems of the com- 
pany become the problems of the cus- 
tomers, who are, naturally, the local tax- 
payers and voters. On the other hand, if 
these customers are viewed from the 
standpoint of investors it can be seen 
that they are in a position to safeguard 


their properties. The companies are thus 


independent of the financial centers to a 
large extent and can go directly to the 
community in which they operate for new 
capital when necessary. When the resi- 
dents of a city or town feel that increased 
public service facilities are justified they 
know that they can invest their own 
funds in such an undertaking and receive 
just treatment because they themselves in 
a large measure administer it. 


In times like the present this arrange- 
ment is particularly fortunate. When 
money is scarce there {s sometimes a 
tendency on the part of underwriters of 
extortion which of course eventually is 
paid for by the stockholders of the con- 
cern borrowing the funds. Public utility 
companies have not made the capital ex- 
penditures during the last few years that 
were really necessary to keep plant equip- 
ment up to the demands and the imme- 
diate future is going to see a considerable 
amount of such financing. In the elec- 
tric light and power field alone it is esti- 
mated tnat there is a shortage of 4,000,000 
h. p. at this time. 

—o—— 
Consolidated Gas Strong 

Buying of Consolidated Gas has a 
semblance of substantial strength. The 
greater part of it seems to come from in- 
vestors to hold, rather than speculators 
who mostly buy for a turn. Should the 
courts uphold the right of the company to 
increase the cost of gas, the amount now 
held awaiting this decision would accrue to 
the stockholders. Last year this sun. rep- 
resented about 4% on the stock. This when 
acded to the earnings tor 1920 would enable 
the company to increase its dividend. 


The Financial Werld 




















g— 






9 





a 


RAILROADS | . 


CUM FEBS MARS APR MAY JUNE JULY. AUG SEPT —OCT— -NOV —DEC— 





16 





Market Outlook Encouraging 
J ULY is the month when the reduced wages of 12 per cent. as granted by the In- 


terstate Commerce Commission goes into effect. 


How much this cut will benefit 


the transportation lines has been variously estimated by different authorities of the 
railroad world. The average figure is put around $400,000,000 per annum. The saving 
may be more and it may prove to be less, for when these estimates were reached 
they were predicated on the existing volume of traffic. 
However, as railroad traffic varies with the business conditions the net increases 


may not be so large as is generally expected. 


On the other hand, other favorable 


surprises may come, for it is known that the railroads, since they have been under pri- 
vate management, have steadily gained better control over their operating expenditures 
and have been able to eliminate the bad effects on their earnings that resulted from 
extravagant government policies. Intelligent weeding out of superfluous expenditures 
and employes had already effected considerable saving before wages were cut. 


It will be about August when the public 
will be able to judge intelligently how 
much the reduction in wages will 
amount to and to what per cent. it will 
increase the net income. If the July 
figures make an impressive showing the 
rails on the strength of it may assume 
a partial leadership of the market. Were 
they to do this the whole security list 
would be benefited considering that the 
state of the public mind needs little to 
turn it towards optimism regarding the 
future. 


Some of the pessimists may raise the 
question that any good increase in net 
earnings by the railroads may bring 
about so determined an agitation for 
the reduction of freight rates as to nul- 
lify all the presupposed benefits from 
lower wages that nothing substantial will 
be attained. But such reasoning is fal- 
lacious, for profits are not dependent 
upon fixed ‘rates so much as on the vol- 
ume of business’ done and the cost of 
handling it Reduced rates have more 
often been initiated by the railroads 
themselves than haye been forced upon 
them by legal edict or public opinion. 
Long before the Government placed the 
authority of fixing rates on the Interstate 
Commerce Commission good railroad 
management has sensed the wisdom of 
inaugurating special and excursion rates 
in order to stimulate business over dull 
periods. 


It requires no business genius to ap- 
Dreciate the value of inducements. It 
would not surprise THE FrnaAnctiaAL WorLp 
to see the railroads themselves institut- 
ing more reasonable rates when they 
learn their operating costs have reached 
a level where it can be safely done and 
yet earn a fair margin for interest 
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charges, dividends and other offsets. A 
railroad president is no fool. If he can 
see that it is possible to handle $2 worth 
of business on a recovery of 25 per cent. 
for the net earning column he would pre- 
fer this volume of business to one-half of 
it on but a margin of 40 per cent. for 
simple mathematics would tell him his 
property would be making more money. 


The outlook for the rails is most en- 
couraging. The agricultural situation 
could not be much better, and when this 
is the prospect a heavy fall and winter 
freight traffic is assured. Car loadings 
already show a healthy increase, espe- 
cially in merchandise lines, a straw which 
confirms the statement made by the va- 
rious commercial agencies of a revival 
in mercantile business. 


It would not. require much to create 
a confirmed bullish sentiment for the 
rails with the investing public, for to 
talk with the average investor reveals 
an inclination to their securities; he only 
waits until his mind is convinced they 
have definitely turned the corner. 

a , a 
New York Central 

When the second quarter’s earnings are 
made known by the New York Central 
it is expected they will show a complete 
reversal from the substantial deficit re- 
ported for the first quarter. The dividend 
requirement is expected to have been 
earned with a small margin besides. Cen- 
tral is in a favorable position. The stock 
is considered as selling extremely cheap. 
The best part of the year is also ahead 


‘for the railroads so that it would not 


be unreasonable to expect that with an 
upward turn in the market Central will 
be among the rails to have a good partici- 
pation in the advance. 





Selected 
Stocks 


The stock market now undoubt- 
edly presents many unusual 
investment opportunities. 


We have just issued a Special 
Letter reviewing the situation. 
In this letter 22 carefully se- 
lected stocks are presented for 
the consideration of anyone in- 
terested. Mailed upon request. 


E. W. Wagner & Co. 


ESTABLISHED 1887 











Members 


NEW YORK STOCK EXCHANGE 
NEW YORK COTTON EXCHANGE 
CHICAGO STOCK EXCHANGE 
CHICAGO BOARD OF TRADE 


33 New St., New York 
208 South La Salle St., Chicago 


Local Branches 


17 EAST 42ND ST. 
26 COURT ST., BROOKLYN 


























Cleveland 
Securities 
Bought—Sold—Quoted 


J. S. Bache & Co. 


Boad Department 
42 Broadway 











New Yerk 











mn 100 Years of Commercial Bankin 
CHAN CHATHAM & PHENIX 
GX NATIONAL BANK 
Capital & Surplus $12,000,000 
Resources - - $165,000,000 


149 Breadway, Singer Bidg. 
And 12 bramenes 

















erry oF Sew vors 
—— 




















Cripple Ck. Centl.R.R. Com. & Pf. 
Bought and Sold 


Chas. H. Jones & Co. 


Municipal, Railroad and Corporation Boyds 
NEW YORK 
Cable: “Orientmen?”’ 


20 BROAD ST. 
Tel. Rector 9140 











TUCKER, ROBISON & CO. 


Suceessors to 
David Robison Jr. & Sons 


Bankers—Estabiished 1876 
Municipal, Raitread and Corporation Bonds 


Telede and Ohio Securities 
307-309 Superier St. TOLEDO, OHIO 




















CITY OF CINCINNATI 
514% Bonds 
WESTHEIMER. & CO. 


Members New York Stock Exchenge 
Cincinnati, Ohio Baltimore, Md. 


ET 





— - a 











67 











“it 

















S. S. Kresge Co. 


7% Notes due January 1, 1923 


Net tangible 
plicable to these Notes as 
of Dec. 31, 1920, reported to 
be over 400% of the amount 
of the issue. 

Net profits after taxes 
for last 5 years average 10 
times interest requirements. 


assets ap- 
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Simple Economics—No. 4: Consumption 


HE expansion of the consumption 
of luxuries is not, of itself, an 
evil, provided the wealth of the 
increasing. That men and 
women should indulge in luxury is only 
natural. But, in spending one’s income 
upon luxuries, one is exercising a right, 
not necessarily a privilege of general 
benefit. 


nation is 


Here is a simple little thought: in- 
come is a product and not a productive 
force. The spending of that income 
luxuries does not alter the sum of 
the productive forces of the nation. On 
the other hand, were a portion of the 
income expended reproductive con- 
sumption it would add to existing cap- 
ital, and the general command of labor 
would be stimulated. 


on 


If a savage cuts down a tree in order 
to obtain the fruit, he does nothing 
serious, or foolish, than he who 
spends his income wholly for luxury, or 


more 


hoards it, and thereby eats into, or 
destroys, capital. 
* * ak 

Income should be divided into two 
portions; the one for expenditures on 
necessities and for saving purposes, 
and the other for luxuries. 

There is a tendency upon the part 


of some leaders in the ranks of labor 
to insist that the man is more impor- 
tant a consideration than the question 


of his hire. And, as an abstract prop- 
osition, the insistence is correct. That 
is why it is important that nothing 


allowed to intervene whic! 


tends to limit unjustly the profit which 


should be 
capital shall require and obtain from 
the employment of itself. 

A tendency to place unjust limitations 
upon the profits of Capital, and to in- 
sist upon an unfair, or burdensome, ap- 
portionment of the fruits of the em- 
ployment of Capital, would mean that 
the owners of Capital, or the owners 
savings, would employ 
their funds in the purchase of enjoy- 
ment which would add nothing to the 
productive forces of the nation, and 
therefore would subtract from the com- 
mand of labor in general. And, further, 
suppression of the profit upon capital 
loaned or employed directly in produc- 
tive enterprise, and saving is suppressed. 
Bear in mind that the prime function 
of Capital is the business of saving. 


of income or 


Economists who are disposed to be 
plain spoken rather than profoundly 
academic and therefore difficult to un- 
derstand, will agree that it is better to 
have saved a dollar today against a 


time of enjoyment later on, and to have 
invested that dollar in reproductive, or 
productive enterprise, than it is to save 
ten dollars and purchase with it a silk 
shirt that the first journey to the aver- 
age steam laundry will remove from the 
field of association with its less pre- 
tentious, but more substantial, fellows. 

The savage who laid aside his bow 
and arrow, his sole capital, that he 
might pluck the feathers which his 
craving for luxury demanded for per- 
sonal adornment, returned to find his 
capital gone. 

The laborer who insists upon wages 
which deprive his employer of proper 
compensation for the employment of 
his savings, in order that he may grat- 
ify his desire for a silk shirt, may find 
that his employer is unable to continue 
because his capital has become ex- 
hausted and, as the productive forces 
of the nation have not been enlarged 
by reason of his workman’s devotion 
to luxury, a state of stagnation results, 
in which none benefit and all suffer. 

* * ok 


Railroad employes insist that inordi- 
nate sums of money are employed in 
what is called maintenance. There may 
or may not be truth in the allegation. 
With this there need not be any con- 
cern at the Maintenance is 
the consumption of a certain amount of 
capital in order that the means of pro- 
ducing transportation, and _ therefore 
the means of payment of wages to em- 
ployes and to capital, may be preserved 
against destruction. If the cost of that 
maintenance is excessive, not only the 
shareholders who provide the capital, 
and the workmen do the actual 
work of producing transportation, with 
the instruments capital will 
suffer. And, industry in general will 
suffer, and, in consequence, the 
community will suffer. 


moment. 


who 
supplies, 
entire 


*x* * * 


If a conclusion or moral is to be drawn 
it is this: In order to progress or even 
exist it is necessary that consumption be 
less than production, the difference being 
so placed that it in turn will produce. 
This applies equally to the so-called capi- 
talistic and laboring classes. Without ex- 
pansion of industry where new capital is 
necessary the always increasing amount 
of labor would consume itself and capi- 
tal only can come from the production of 
labor. 

Note.—Number 5 of this series, 
on StmpLeE Economics, will treat 


of certain phases of the Dts- 
TRIBUTION OF WEALTH. 


The Financial World 













Interboro 
(Concluded from page 49) 


The I. R. T. Co. failed to earn its divi- 
dends after the summer of 1917, but kept 
om paying till the fall of 1918. The anti- 
quated Els have been unable to meet fixed 
charges ever since 1917. The subways have 
always paid. The combined deficit ran 
$2,400,000 to $4,000,000 a year the past 
three years, behind fixed charges. This 
deficit is exclusive of accruals previously 
mentioned. 


Payment of unearned dividends after 
1917 was one reason for the I. R. T. Co. 
having to borrow $39,416,000 on 3-year 
7% notes about September, 1918. Parts of 
the note proceeds were also used in loans 
to associated traction companies and sub- 
sidiaries. 

The I. R. T. Co. has pledged $60,479,000 
of its 5% bonds (recent market value 
$33,000,000 at around 55) for payment of 
the above $39,416,000 of 3-year 7% notes, 
due Sept. 1, 1921 (market value about 
$31,000,000 at near 78 for the notes). 

Also, $2,030,000 of further 6-months 7% 
notes are outstanding, the unpaid remains 
ot a Dec. 1919 issue, renewed June and 
Dec. 1920 and June 1921. 


It is expected the 3-year notes will be 
renewed at maturity. It is impossible on 
a 5c fare to pay off those notes for many 
years to come, nor even a single part. The 
noteholders are protected by the 5% I. R. 
T. bonds pledged as security. However to 
forfeit that security would drown the I. R. 
T.- Co. under an overwhelming bonded 
debt. 


Except for those notes, a 5c fare would 
do very nicely for the I. R. T. Co. even 
today, before economies. Over $20,000,- 
000 a year gross profit comes from only 
2c net on 1,020,000,000 passengers a year. 
That says nothing of the former 3c profit 
when only 650,000,000 or less passengers 
were carried. It says nothing as to 
further normal growth of traffic and 
profits; and pending economies. 

That $20,000,000 profit could easily meet 
$8,000,000 a year I. R. T. bond interest, 
$2,450,000, a year City minimum guarantee, 
$1,808,000 guaranteed El bonds, $3,020,000 
Interboro-Met. guarantee, $500,000 for 
miscellaneous overhead, and ‘leave over 
$4,000,000 a year for El rentals, I. R. T. 
bend sinking fund, note debts, and divi- 
dends. The cutting*down of the mani- 
festly too-high rentais for the unprofitable 
Els, an impending wage-saving of $2,200,- 
060 a year, and recent cuts in coal and oil 
fuel, copper and steel and supplies, etc., 
will also help. 

However, the notes are the “rub.” 

Whatever, if any, may be the criticism 
to which the Interboro management has 
laid itself open for the financial methods 

paying unearned dividends, loans, etc. 
which paved the way for the burdensome 
note issues, J. P. Morgan and Company, 
who are not part of the management, and 
also the public, took those notes in good 
faith, and have evinced an attitude of 
friendly help by renewing the notes. If 
instead they were to call for forfeiture of 
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attaches to the question of adaptability in the selection 


Securities are of many different types and classes, among 
which there are only a few—possibly only one—especially 


Our Investment Department will give you impartial advice 

as to how your needs can best be met. If we cannot supply 

investments we think you ought to have, we place at your 

service our facilities for buyiny them in the open market on 
Let us study your present investment needs. 


Members of the New York Stock Exchange 


Knauth,Nachod & Kuhne 


“Seventy Years in serving the public” 


Foreign Exchange—Letters of Credit—Travelers’ Checks 


them 


New York 








the collateral, on non-payment of the notes, 
it would swamp the I. R. T. Co. under an 
impossible bonded debt. 


Those notes are a debt which must be 
paid. They cannot be paid out of profits 
on a 5c fare. Against this Scylla there 
is the Charybdis of wrecking the company 
in bonded debt, if even $60,000,000 bonds 
be claimed as forfeit if the notes be not 
paid. Nor would the public stand for an 
8 cent fare. 


If only those notes could be gotten out 
ot the way, the sun would come out for 
Interboro, the clouds of difficulty would 
vanish, and a 5 cent fare would more than 
suffice. 


The following is a suggested solution: 


(a) A temporary 6c fare for only five or 
six years. The extra le will provide $10,- 
010,000 extra this year, more later. Half this 
extra fare shall be paid into the City treas- 
ury; half into a fund to wipe out the notes. 


(b) To modify the now-exorbitant rental 
for the antiquated and non-profitable El 
lines. To guarantee $1,808,000 yearly interest 
on El bonds, and a further $4,235,000 as EI 
rentals, or over $6,000,000 a. year, against 
only $2,450,000 paid to the City for the lat- 
ter’s very profitable subways, is rather 
“rubbing it in’—against the City. If “El” 
stockholders object, the “El” lease can be 
surrendered altogether—if necessary, through 
friendly receivership. 


(c) The I. R. T. Co. will save about 7 to 9 
million dollars a year by the impending 
wage readjustment, by say halving the El 
rental, and by present cheaper prices for 
fuels, materials, ete. An extra $5,000,000 a 
year above that would come from the le 
extra fare for five or six years—more as 
traffic grows. That would easily permit the 
company to meet fixed charges, wipe out the 
notes, and leave a surplus. The surplus 
would be handsome, indeed, when the notes 
are wiped out. The City should also receive, 
and would receive, a better share of profits 
than under the existing one-sided contract. 


The plan is equitable to the city as re- 
gards its investment. It is equitable to the 
public as regards the public’s fare and tax 
bills. It is equitable to the various bond- 
holders of the Interboro Rapid Transit Co., 
the Manhattan Rys. Co., the Interboro- Met. 
Co. and the I. R. T. noteholders; and to 








Interboro stockholders. The smoothing out 
of the receivership, and retention of Inter- 
boro Con. assets is, of course, essential 
to any continued value to Interboro Con. 
stock. 
—o-— 
Mexican Petroleum Active 

The frequency with which Mexican 
Petroleum is mentioned is unavoidable 
since it is the one stock about which fifty 
per cent of the stock market activity is 
centered at the present time. After all 
the unusual things that have been pub- 
lished in the past about the company’s 
standing and the unusual prospects, for it 
to have turned so pronouncedly weak, 
has aroused considerable comment. The 
decline from a high of $264 to consider- 
ably under par cannot be laid to bear 
raiding or to the dessimination of un- 
founded and baseless rumors. Such a 
distressing effect could not result from 
such a source. Apparently when the real 
test of the value of a security had to be 
undergone Mexican Petroleum was found 
wanting. It would be more charitable to 
say that it was overboomed by its friends 
than that the company and its officials had 
solved the secret of Aladdin’s lamp. 
oO 


U.S. Steel Recovers 

In the turn of the market U. S. Steel 
gave a good account of itself, recovering 
to as high as 75. Good buying of the stock 
was noted from investors. Steel has now 
more than 105,000 stockholders on its book, 
the high water mark in its history. Few 
cf them can be frightened into selling by a 
temporary dullness in the steel trade. The 
wide distribution of Steel has reduced the 
floating supply to such an extent that the 
shorts cannot as freely operate in it as was 
once the case. 








69 











Kansas & 
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Information on Request 


Joseph Gilman 


Investment Securities 


34 Pine St. New York 
Telephone John 5691-2-3-4 








Write for This 
Guide to July 
Investment 


VERY one with money for July in- 

vestment should have a copy of our 

July Investment Guide. It describes 
safe, worry-proof bonds in $1,000, $500 
and $100 amounts—the kind that have 
stood the test of 39 years without loss 
or delay in payment. Write today and 
ask for 


Booklet F-1113 


S.W. STRAUS & CO. 


Established 1882 


NEW YORK - - Straus Building 
CHICAGO - - Straus Building 
Offices in Fifteen Principal Cities 
38 Years Without Loss to Any Invester 
Copyright, 1921, by S. W. Straus & Co. 


Incorporated 











GREER & COMPANY 


Investment Securities 


301-2-3-4 WHEELING STEEL 
CORPORATION BUILDING 


WHEELING, WEST VIRGINIA 
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McBee, Jones & Co. 


Investment Securities 


120 BROADWAY, NEW YORK 
Tel. Rector 2525 

















R. J. Reynolds “B” 
Motor Products Corporation 


Bought, Sold and Quoted 


LYNCH & MSDERMOTT 


7 Pine Street, N. Y.—Tel. Rector 2515 
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Income Building 
(Concluded from page 52) 


upon the type of bond which the investor 
is looking for, and there are types to sat- 
isfy every possible preference, and good 
bonds too But it is true that there are 
elements in the present situation which 
seem to reduce somewhat the rigid re- 
quirements for discrimination which may 
have been potent and essential before the 
trend of events brought about inflation 
and the consequent and accompanying 
rise in interest rates. 


It is certain that bankers and business 
men the country over are endeavoring 
to effect essential readjustment which 
involves the bringing about of conditions 
under the three divisions: 


First, deflation ; 
Second, Jower commodity prices; 
Third, lower interest rates. 


There also is to be taken into considera- 
tion what has been previously mentioned 
—namely, the revolution that has come in 
railroad history by reason of the enact- 
ment of the Transportation Act of 1920. 
In the past selection of railroad bonds for 
investment has been governed largely by 
the question of accredited rating. To-day 
the yardstick of measurement in this re- 
spect is vastly different. Bonds which 
yesterday were entitled only to a “B” rat- 
ing, while they to-day may not be given a 
rating any higher, by the rigid analysts, 
afford opportunities not to be overlooked 
by the far-sighted. 


With deflation in process, and making 
progress, with commodity prices declining 
steadily, and with lower interest rates on 
the way, even though this latter process 
is aggravatingly slow, the certainty daily 
becomes more pronounced that the in- 
vestor will not in a vear or so be able to 
obtain the interest return now available 
on most bonds that are above the level 
of slightest question 


It is agreed that there is merit in ex- 
tending preference in point of rating to 
the obligations of railroads that have the 
best record and outlook for large prosper- 
ity. But here once more we come to the 
previusly mentioned question—why pay a 
premium for redundancy of safety? Why 
should the investor place all of his funds 
in the very choicest of railroad bonds 
when the opportunities alike for price 
improvement and for a reasonable rate of 
interest over a long term of years are so 
many ? 


To shorten what at this point seems 
likely to become a long story, I shall con- 
clude with a few selections of the kind 
referred to in the preceding paragraph, 
with the thought behind the suggestions 
that there is no likelihood that investment 
in such obligations at any time will prove 
a mistake in judgment: 


Baltimore & Ohio first 4s, due 1948, ob- 
tainable at a price to yield about 6 per 
cent. 





Chicago & Alton refunding 3s, due 1949, 
obtainable at a price to yield to maturity 
better than 8 per cent. There may be 
some speculative character to these bonds, 
but the writer believes that they are per- 
fectly safe for their period of life, both 
as to principal and interest. 


Missouri Pacific first refunding 5s, due 
in 1965, which are obtainable now at a 
price to yield during their life in the 
neighborhood of about 6.50 per cent. 


Seaboard Air Line first 4s, due in 1950, 
which, at their present market price, af- 
ford a yield to maturity of better than 
7.40 per cent. These bonds possess a 
very good rating. The writer believes 
that the road is rather heavily capitalized, 
but these bonds seem perfectly safe. It 
may be said that the stocks seem to oc- 
cupy a rather difficult position owing to 
the heavy capitalization. But this defect 
does not in any way affect the first mort- 
gage bonds. 


——_-U0——_ 
As Human as Most Others 


In his second article on “Getting 
Back to Normal” in the current issue 
of Tue FinanciaL Wortp, Mr. Thomas 
Gibson speaks about fear as working 
than 


His refer- 


sometimes more mischief those 
conditions that arouse it. 
ence to this feeling of apprehension 
reminds the writer how nearly every- 
The public has the 


that 


one is subject to it. 


common impression bankers are 


cold and calculating, entirely free from 


fear. But they are just as mortal and 


as human as the humblest pedestrian 
who daily wends his way past their 
banks. 


An incident which vividly recalls the 
human qualities of the banker occurred 
during the height of the panic of 1907; 
on the day when nearly every person 
but a small group saw red and won- 
dered from what direction the next 
blow would come. Security prices were 
crumbling fast. In the general office of 
one of our largest banks could be 
seen its President, just as much at sea 
as were the newspaper men, who had 
come to talk to him and find out what 
measures for relief the bankers were 
taking. The banker instead of profer- 
ring any suggestions was anxiously 
enquiring of the scribes what they had 
heard in their meandering around the 
financial district, and outwardly gave 
every sign of fear. 


The hour was one that called for a 
big man. That afternoon J. P. Morgan 
formed a pool that raised the $25,000,- 
000 that»was urgently required to re- 
lieve the financial crisis of the Stock 
Exchange, and the situation was saved 
At the same time this big banker found 
his nerves restored, too, at least an 
outward semblance of calm. The inci- 
dent only goes to illustrate that fear 
is no respector of personalities. 
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LONDON OPTIMISTIC 


In the recent reduction of the discount 
rate by the Bank of England, the London 
Financier sees a vast improvement in 
the monetary situation and general out- 
Cheaper capital is an open’ invi- 
tation to the people to pluck up courage, 
it says, and look to the future with greater 
confidence and hope, than has been pos- 
sible for many months. Cheaper money 
is the most potent factor in stimulating in- 
dustry. 


le ok. 


* * * 


U. K.-IRELAND 5%s 

A price of 100 and accrued interest is 
offered by J. P. Morgan & Company, on 
behalf of the British Government, for 
notes offered up to July 20, of the issue 
of United Kingdom & Ireland 5-yr. 5%s, 
due Nov. 1, 1921. About $129,046,000 
was originally issued in 1916. With pur- 
chases in the market by the British Gov- 
ernment present outstanding amount is 
under $100,000,000. It will also be re- 
called that a further $300,000,000 in 3-year 
notes issued in 1916 was redeemed at 
maturity in 1919. Funds to redeem the 
present maturity come partly from the 


German reparations settlements, partly 
from the new British Exchequer loan. 
* * * 


MEXICO MUDDLE 

Mexican developments the past week 
center (1) around the report that. Henry 
Creel wartime “publicity” chief of the 
U. S., is associated with President Obre- 
gon’s publicity organization in Mexico; 
(2) the report from Mexico’s publicity 
organization that Mexico’s foreign bond 
charges will be paid in July and August 
as they mature, and the denial of these 
reports by New York bankers who pro- 
fess to know as to Mexico’s ability and 
intention to pay; (3) the dispatch of two 
U. S. gunboats with marines to Tampico. 

The gunboats and marines will not, and 
cannot, coerce Mexico as to collection of 
export taxes levied on Mexico’s oil, which 
are after all, less than our own import 
taxes. However, a number of American 
and allegedly American oil companies 
have gone on “strike” against the Mexi- 
can taxes; over 10,000 oil laborers are 
idle, and the gunboats and marines are 
there, it is said, to protect American prop- 
erty. 

& ¢.a 


CANADA PULP EMBARGO 


Sentiment for an embargo or high ex- 
port tax on pulpwood exports is develop- 
ing in Canada, says The Financial Times 
of Montreal. Canada professes to view 
alarm the depletion of her forest 
preserves through the extensive exports 
ot pulpwood and products. More to th 

the government needs revenue. 
212,000,000 export taxes would be 
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point, 
Over 


The Foreign Field 


_ Reviewed by Edson Reade 
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netted the Dominion treasury by a nom- 
inal tax of $10 per cord on 1% million 
cords pulpwood shipped yearly to U. S. 
The tax would also better permit Can- 
ada to “negotiate” with U. S. in reference 


to the new U. S. lumber and other taxes. 
x * x 


NEW CANADIAN LOANS 

On Aug. 1, 1921, mature $15,000,000 of 
2-year 544% notes of the Canadian Gov- 
ernment sold in New York in 1919. A 
$25,000,000 issue of 61%4% bonds of the 
Canadian National Railways Co. (Cana- 
dian Northern; government owned) is 
being floated in New York, and the pro- 
ceeds, which will reimburse the Govern- 
ment for advances may be used to meet 
the August maturity. 

The new railway issue is put out at 
9614, to yield 6.80%, by a New York bank- 
ing syndicate. The same syndicate put 
out the $25,000,000 of 7% joint Canadian 
National-Grand Trunk bonds last fall. 
Both these bond issues are guaranteed, 
principal and interest, by the Dominion 
of Canada. The present issue runs 25 
years to July 1, 1946, with a sinking 
fund of $500,000 every six months to buy 


in bonds at par or below. 
* * * 


LATIN-AMERICAN LOANS 

Some extremely interesting statistics 
have been compiled by the securities de- 
partment of the American Express Com- 
pany in connection with foreign financing 
by the South and Central American gov- 
ernments. Such information is timely, in 
view of the effort of New York to sup- 
plant London and Paris as bankers for our 
southern neighbors. 

The South and Central American re- 
publics have offered in this country a total 
of approximately $95,000,000 of “dollar” 
bonds, of which, there is outstanding 
about $89,000,000. These countries, how- 
ever, have outstanding in London #£297,- 
500,000 of government, state and munici- 
pal securities out of an original total of 
£369,000,000, and also there is outstanding 
fcs. 988,600,000 in the Paris market. 

America never before the war could 
compete in world financing. Following in 
the paths of such financing are trade op- 
portunities to which the commercial 
United States has heretofore been denied 
access. 

*“ * * 
NEW BRITISH LOANS 

The British Chancellor of the Exchequer 
announces a new unlimited issue of 514% 
Treasury bonds. The new bonds mature 
April 1, 1929, the subscription price is 97, 
and they yield about 6%. The proceeds 
will redeem early maturing obligations. 
Enormous obligations mature the next five 
years, £300,000,000 in 1921-22 alone, of 
which latter amount £82,000,000 is held in 
America. 






















Foreign Exchange 
Explained 


Our latest booklet (fourth edition) 
“Foreign Exchange Explained” 
clarifies what appears to be a diffi- 
cult problem to prospective purchas- 
ers of Foreign Securities. 


Owners of Foreign Securities will 
find this booklet of inestimable 
value. 


Sent free upon request for OX-4 


WH, M<Kenna &Co 


43°ST. NEW 


























German Government 
State and City Bonds 


Circular on Request 


WOLLENBERGER & CO. 


INVESTMENT BANKERS 
105 So. La Salle St. CHICAGO 

















Attractive Rails 
Classified 


HE investment status and out- 

look of promising listed rail- 
road stocks are given in issue No. 
403 of our Investment Survey. 


Thrifty investors should also ask 


for our Systematic Saving Book- 
let S-11. 


Scott & Stump 


Investment Securities 
SPECIALISTS IN ODD LOTS 


Steck Exchange Bidg. 40 Exehange Place 
Philadelphia New Yerk 
Locust 6480-5 Broad 1331-3 











C.W. Pope & Co. 


25 BROAD STREET NEW YORK 


As developments warrant, we prepare 
special letters concerning the various 
unlisted issues. They appear about 
once a week and will be mailed on 
request. 

Correspondence solicited; it will re 
ceive personal and detailed attention. 


NO MARGIN BUSINESS ACCEPTED. 














ST. LOUIS 
MARK C.STEINBERG& COMPANY 


Members New Yerk Stock Exehange 
Members St. Louis Stock Exchange 


300 N. Broadway St. Leuis, Me. 
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EUROPEAN LOANS OF 
AMERICAN RAILROADS 
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ALL FOREIGN BONDS 
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Public Utilities in Growing 
Communities Operated 


and Financed 
Their Securities Offered to 
Investors 
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Guanajuato Reduction & Mines 6s 
Guanajuato Power & Electric 6s 
Empire Lumber Co. 6s 


Hotchkin&Co, «si: Ma. 


Boston, Mass. 
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alin 480 








Albla Light & Rallway 5s, 1941 

Central Vermont Rallway Ref. 58, 1930 
Emmett Irrigation District 6s 

Natienal Equitable Investment com. & pfd. 
New York Interurban Water 5s, 1931 
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(7 Water Street - - - - + BOSTON 
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Brookmire’s Opinion 

The Brookmire Economic Service has 
recently prepared some timely rebuttals to 
the current sentiment of pessimism and 
has presented an appraisal of underlying 


conditions which show cheer to weaned 
security holders. The bulletin says in 
part: 


“During the past six weeks the finan- 
cial centers of the United States have 
been filled with a sentiment which we 
might well describe by the anomalous 
phrase of “enthusiastic pessimism.” This 
sentiment has expressed itself in reckless 
speculation for a decline in security prices, 
and the spectacular results achieved on 
the stock exchange have spread the feel- 
ing throughout the entire country, caus- 
ing the general public to sell stocks at any 
sacrifice required. It seems finally to 
have caused a belief that, for some reason 
unknown to the general public but known 
to some mysterious interests, the 
country is to experience a financial panic 
before the year. is over. 


inside 


The three prime factors in producing a 
commercial and financial panic are: (1) 
Over-expansion of bank loans and com- 
mercial credits, (2) heavy inventories of 
consumption without a 
corresponding market, (3) the element of 
surprise which shakes business confidence 
when these realized. 


goods ready for 


facts are suddenly 
At the close of 1919 we had the over- 
expanded bank commercial 
credits and because the vast majority of 
business men and bankers believed that 
prosperity was to continue for from one to 
five years more, it was certain that some 
time during the year 1920 the business 
and financial world would be badly sur- 
prised by a collapse of values. However, 
even in that dangerous period the excep- 
tionally large supply of general goods 
for consumption did not exist. 
During the year 1920 we did have our 
collapse of values with surprise for most 
of the business and financial world, but, 
partly because of the low supply of com- 
modities and partly because the Federal 
banks were able to ease the 
we got through the year 1920 with- 
Since the Fall of 
most critical stage was 
the loans and investments of the 
Reserve System have declined 
$3,342,000,000 to $2,082,000,000, or 
37.7 per cent., while the loans of the New 
York Clearing House Banks have declined 
from $3,887,000,000 to $3,134,000,000, or 
19.4 per cent. one year ago the 
loans and investments of the Federal Re- 
Banks $3,183,000,000, 
from which the present figures represent 
a decline of 34.6 per cent., while the loans 
of the New York Clearing House Banks 
were $3,730,000,000 from which the cur- 
rent figure represents a decline of 16.0 per 
cent. These figures tell their own story 
as to how far we have passed the worst 


loans and 


ready 


Reserve 
strain, 
out having any panic. 
1920, when the 
reached, 
Federal 
from 


Even 


serve amounted to 


danger of panic from the expansion of 
credit. 

In the meantime the output of goods 
ready for consumption has fallen to such 





an extent that, 
growth of the country, 
back to the great depression of 1908 to 
find a point with such a small output. In 
the meantime retail trade figures show a 
very reasonable movement of commodities. 


in spite of the normal 
we have to come 


As far as the surprise danger is con- 
cerned, it passed away with the Spring 
and Summer of 1920. Every business 
man in the country now knows that he 
must expect some hard times during the 
rest of the-year, and every one of ordi- 


~ nary human intelligence is making a se- 


rious effort to adjust his business ac- 
cordingly. It is a matter of absolutely 
unvaried experience that when a depres- 
sion is accompanied by a panic the panic 
comes during the early stages when men 
are taken by surprise and never after a 
full year of depression and discourage- 
ment such as we have now had. 


When it is all summed up it means that 
no one of the three prime elements in 
causing a panic is present in the domestic 
situation. 


It is no use to delude ourselves with 
the hope that we shall not have hard 
times for the rest of the current year, but 
the evidences point very decidedly to the 
conclusion that, while business will be at 
low levels, it will have reached the turning 
point and be making gradual improvement 
some months before the present year 
This would be a profitable time 
for some of those who during prosperity 


closes. 


describe themselves as “bulls on the 
United States” to live up to their favorite 
creed. As a matter of fact those who 


were so highly optimistic in 1919 and the 
early part of 1920 are as decidedly pessi- 
mistic to-day. But we wish to go on rec- 
ord not only as optimistic regarding the ul- 
timate future of business and financial con- 
ditions in the United States and Canada, 
but as believing that we shall see a turn 
toward better conditions before the pres- 
ent year closes, and to urge our clients 
to be getting ready for better things rather 
than building cyclone cellars against the 
expectation of a financial panic this Fall.” 
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Cannan’s Several Skindicates 

A neat little scheme is concocted by 
C. C. Cannan, one of the perpetual oil 
promoters of Houston, Texas, which 
has a subtle appeal to it. He proposes 
to organize small syndicates with an 
average capital of $5,000. Each of 
these syndicates will buy a lease on 
supposed oil land and then let other 
companies develop them. If oil is found 


then the syndicate divides fifty-fifty 
with the operating company out of 
which Cannan is to get a percentage. 


Should his syndicate frnd a gusher then 
all the investor has to do is to arrange 
with his banker to handle his millions. 
It all reads very nicely, but the joker 
in the scheme is that Cannan can pick 
up leases for a song and turn them over 
to his skindicates for a fancy sum, so 
that whatever tne outcome he never 
misses an opportunity. 


The Financial World 














a 





ie 


New England Review 


By MARTIN STEVENS 
Resident New England Correspondent 
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Boston :—Easier money conditions after 
the Fourth of July holidays have caused a 
spirit of business optimism to bubble up in 


the Hub. 


The textile, shoe, and hat mills of New 
England continue to do a good business, 
for the most part in larger volume than 
1920; the railroads are cutting down their 
deficits even in advance of the wage read- 
justment; the general credit facilities are 
ample. Copper alone continues dull. 

The local money market call 
loans nominally at 7%, but actual deals 
are at 6% and 6%, and renewals as low 


quotes 


as 5%. Commercial paper and time loans 


range around 6% to 6%4%. As low as 


6% is quoted on A-1l names. 


Credit facilities are ample, more so than 
the demand for credit. That is a most re- 
markable position. Even U. S. Treasury 
Department withdrawals are light, in the 
Boston district. 


It is certainly a most anomalous situa- 
tion to have more money available, than 
users, and it is a glory to the Federal Re- 
serve and the banking authorities that they 
have succeeded thus far in discouraging, if 
not preventing, the use of this idle money 
in stockmarket speculation. 

However, on Wednesday, when renewal 
rate was lowered to 544% in the New York 
market, it loosened an orgy of speculative 
upbidding of rails and running in of 
shorts in Mexican Petroleum and kindred 
speculative and a “bull” 
niarket. 


issues, wild 

Nothing of the kind developed in Bos- 
ton, outside of a show of strength in the 
rails. The coppers, off a 
couple of points. 


indeed, slid 


Wednesday’s bull market furnished an- | 


other example of the time-old rule that 
the availability of bank credit and re- 
sources for stock-market speculation plays 
a greater role in stock-market prices or 
quotations than does business conditions 
of the country in general, whether actual 
or prospective, or conditions in the par- 
ticular company. 


A remarkable achievement of record 
husinesses in 1921 is that of Island Creek 
Coal Company, sponsored largely by New 
England capital, and in which the Hayden- 
Stone interests play a large role. 


In May this company established a new 
record at 324,000 tons production, and then 
broke that record in June with 342,000 
tons. Production the first six months was 
1,596,000 tons in 1921. This is not far 
below the figure for the entire year 1919, 
which was 1,781,000 tons. Average yearly 
production for ten years past was 1,933,000 
tons, with 2,280,000 tons the maximum in 
1916. 
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2500,000 tons in 


Company officials expect not less than 
1921 allowing for car 
shortage in the fall and winter months. 
Given ample car supply, labor and markets, 
between 3,500,000 and 4,000,000 tons a year 
could be produced. 


Semi-official statement of profits shows 
$13 a share earned on the common for the 
six months, after deducting the entire year’s 

depreciation 
The common 
stock has already received $5.00 a share this 


preferred dividend charges, 


and depletion, and taxes. 


year, with another disbursement to come. 
It advanced 1% points to 65 in Wednes- 
day’s market. 

Révived in- 
quiry is reported for export business, but 


The copper trade is dull. 


complete stagnation rules in the domestic 
demand. Business coming from Germany 
is on a cash basis. Japanese business is 
French buying, such little that 
‘here is, is also on a strictly cash basis, as 


reviving. 


he French Government still has a sizable 
credit available here, unconsumed from last 
year. 


When the rest of the market shot ahead 
Wednesday, the coppers were noteworthy 
for dragging behind. Calumet & Hecla 
slid off 2 points to 225. Calumet & Ari- 
zona also sagged 2 points to a low at 46, 
and Mohawk relinquished 1% points, sell- 
ing down to 47%. Copper Range was a 
bit firmer at 33. 


Boston copper circles were very much 
interested to read of Daniel Guggenheim’s 
sailing to Europe on the Aquitania, to- 
gether with his family, “for the summer,” 


as wired dispatches had it. 


Wily old Dan Guggenheim, the active 
head of the Guggenheim, has too 


many beautifnl summer homes and estates 


clan 


in New Jersey, Long Island, and elsewhere 
on this side, to take the trouble these hot 
summer days and parlous business times 
to be taking a jaunt with his family to 
Europe, merely “for the summer.” He is 
going for business. Boston believes some- 
thing will come of Mr. Dan’s trip abroad 
as affecting the metal market, and perhaps 
metals whose color is not at the red end of 
the rainbow. 


The textile mills are still going strong, 
but many of them in New England have 
laid off this week for the usual July holi- 
day, and whether or not they will resume at 
good capacity is problematic. 
ing of Lancashire mills coal 
strike affect the export situation. 
Lightweight sheeting, ginghams and similar 
lightweight cotton mills report brisk busi- 
ness. 


The reopen- 
after the 
may 


Heavier goods, of which a large 
surplus accumulated after the war, move 
painfully slow. There is a fair demand for 
ncwer and lower-cost heavy goods for the 


fall and winter trade. 
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American 


Woolen 


History 
Earnings 
Dividends 
Outlook 


A remarkably progressive 
industrial enterprise. Our 
current 


Weekly 
Financial Review 


should be of interest to all 
present or prospective hold- 
ers of this security. Other 
leading issues are also dis- 
cussed in full. 


Gratis on request for “F.W. 33” 


THOS-} COWLEY & (0 
Stocks and Bonds 


115 Broadway New York 
Telephone Rector 5150 
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Switching Losses 
Into Profits 


Some stocks are in deep depression, selling lower 
than for years, with few prospects of early re- 
covery. Other stocks, thoroughly liquidated by 
by post-war readjustment, are in a_ healthy 
position—their prospects point to speedy price 
recovery. 


Are Your Stocks Down? 


During the past six months we have turned 
many losses into profits by the Switching Sug- 
gestions given in our Daily Market Review and 
S P. Traders Bulletin or personally if 
required. 


Send for FREE sample F.W. 
ter still, send $10 for 
trial subseription as 
in most important 


Bet- 
month’s 
market is 
position. 


Town Topics Financial Bureau 
Est. 1889 

44 BROAD STREET NEW YORK 

(Wall Street Journal Bldg.) 











} 


Lawrence 








Incorporated 
115 Broadway New York 
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Chamberlain G& Co. 














Spectalists 
United States 
Government Bonds 
All “Liberty” Issues 


C. F. Childs and Co. 


Chicage New York 














Specialists in the local securities 
of Northeastern Pennsylvania 
and Southern New York State. 


Weissenfluh & Co. 
7 Wall Street, New York 


Telephone: Rector 9977 
SCRANTON 


WILKES-BARRE 
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Siandard Gas Showing 


A striking bit of evidence confirm- 
ing the startling improvement made 
by some of our prominent public 
service corporations is provided by 
the twelve months’ statement of operations 
of the Standard Gas & Electric Co., one 
of the important Byllesby properties. 
The company’s gross revenues for the 


year ending with April 30, 1921, came to 
$340,160,295. Here was a gain alone for 
the year of $5,521,126, or more than 20 
per cent. Net earnings were $11,543,802, 
a gain also of 10 per cent., while not so 
large as the increase in gross receipts, still 
it was more than satisfactory, for it in- 
dicates that not alone are the public utili- 
ties beginning to pile up substantial in- 
volume of their business, 
but are succeeding in saving a large per 
profit side of their 
The situation now prevailing in 
the public corporation field re- 
minds the writer of an analogous condi- 
tion existing in 1908 and 1909 when the 
country was in a depressed period. That 
while general business was much 
curtailed the average public utility did not 
feel it for the reason that the people 
could not dispense with the service they 
rendered. 


creases in the 


‘ent. for the net 
ledgers. 


service 


very 


This is true to a great extent, and con- 
firms the statement appearing in the cur- 
rent Byllesby Bulletin referring to the ex- 
cellent showing made by the Standard 
Gas & Electric “that the business of pub- 
lic utility companies continues to grow 
practically without regard to general busi- 
ness conditions.” It was the misfortune 
that this class of companies came under 
peculiar abnormal conditions during the 
war, from which it was impossible for 
them to extricate themselves quickly. With 
legally fixed and without similar 
control over operating costs, they saw 
their gross business increase without any 


rates, 


benefit, and in fact they would have pre- 
ferred then the case to be otherwise for 
the maintenance charges, wages, material 
and other items entering into their opera- 


tion had jumped up so fast there was 


little left for dividends and _ interest 
charges after operating expenses were 
met. This unusual situation cannot recur 


again unless there be another war, which 
is hardly likely during many years to 
come, for the world is heartily sick of 
strife. 

For the utilities all these difficulties are 
things of the past. They are again com- 
ing into what is legitimately their own 
right, the right to prosper as long as they 
perform their service well for the public, 
at a reasonable charge and a fair profit 
to their owners. 

SS 
No Rubber Dividend 

The Board of Directors of the United 
States Rubber Company last week de- 
clared from its net profits a quarterly 
dividend of two per cent. on the 
preferred stock of the company; but, while 


first 


the financial position of the company is 
reported as strong, it was deemed con- 
servative to defer action on the common 
stock dividend for the present. 
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| experience without loss. 
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Diversify Your Investments 


During the perilous days of our readjustment period, the 
experienced investor does not carry all his eggs in one basket. 

A fair supply of well seasoned non-fluctuating farm mort- 
gages will safeguard your estate. 

Your July investments cannot be better placed than in our 


| $% Collateral Trust Bonds 8% 


obtainable in amounts of $50, $100, $200 and $500, semi-annual 
Short time maturities. 
Sold on part payment plan if preferred. Based on 37 years’ 


Write for Booklets. 


| The F. B. Collins Investment Co. 


Members Farm Mortgage Bankers Association of America 


727 Monadnock Block, Chicago 


Oklahoma 








City, Oklahoma 











— a 





Bethlehem Steel Cuts 
Considering the unexpected cut in the 
price of some of its product, unexpected 
in the sense that the Street did not look 
for it so soon, it must be said that the 
3ethelem Steel took the news 
There was little selling on the 
In all 
will 


steel 


shares of 
quietly. 
appearance of the announcement. 
Bethlehem’s 
be followed by 
products, but this would prove a good 
move, for prices must come down if buy- 
ing does not come into the market. This 
is the only known expedient in trade by 
which — stimulation of 
brought about. 


probability price cuts 


other makers of 


buying can be 


ae ee 
Superior Steel Reduces 
Announcement that Superior Steel had 

reduced its quarterly dividend from 1% 

per cent. on the common to 75 cents a 

share did not come as a surprise. The 

temporary depression of the steel industry 
made such action paramount. The very 
fact that the company, which is one of the 
most successful among the younger group 
of the steels, could pay dividends at all 
can be accepted as proof that, with a re- 
vival in the steel industry, it should not 
require a long period for it to again re- 
store its dividend to the former rate of 
6 per cent. 
a A 
Kernels 
(Concluded from page 54) 
550 against $7,441,482,003 in the preced- 
ing week and $8,326,949,711 in the cor- 
responding week of 1920.— 

Federal Reserve—Ratio of reserve to 
liabilities 60.8% against 60.4% in the 
preceding week and 42.8% in the cor- 
responding week in 1920.+ 

Trade 

Dun’s failures for week 303 against 276 
in the preceding week and 118 in the 
corresponding week in 1920.— June 
failures 1,290 against 1,356, in May.— 
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OMAHA.USA 


Farm Morigages 


stand out in bold relief as the 
only security not affected by 
the present disturbed condi- 
tions and constitute preferred 
investments. 


They always have been and 
always will be worth par on 
account of their superior de- 
pendability. 


We offer our carefully selected 
first 
Nebraska 


netting 7% per annum, pay- 
able semi-annually. 


Backed by a record of 38 
years’ experience without loss. 
Send for our list. 


Farm Mortgages 


Equitable Trust 
Founded 1883 


Capital, surplus and undi- 
vided profits $225,000.00 


Company 


OMAHA, NEBRASKA 








All Foreign Government 
Checks—Bonds—Currencies 
R. A. SOICH & CO. 


16-18 Exchange Place New York 
Phone: Bowling Green 3230-39 




















176 Class A railroads reporting for May 
show net operating income of $37,882,- 
000 against a deficit of $4,286,000 in May 
1920, an increase of 983.9%.+- 
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Mortgage Marketing Ideas 
By C. M. HARGER 


T is always interesting to get the 
] cess of the men who are handling 


any business; they are the ones 
closest to the ground in setting forth 
the problems that are in the future. 
One of the most positive of these prob- 
lems, as one talks with the leaders 
among the mortgage bankers, is the 
expansion of the investment field that 
there may be a wider distribution of 
real estate loans and more investors 
become familiar with their advantages. 
Speaking of this, Kingman Nott Ro- 
bins, president of the Farm Mortgage 
3ankers’ Association of America, wrote 
me the other day: “I have been much 
interested in your discussion of mort- 
gage marketing. Some two years ago 
a committee of our association was 
appointed to investigate the feasibility 
of forming a large mortgage market- 
ing association, but it reported ad- 
versely. The subject is, however, still 
of interest. It is my feeling that the 
insurance companies cannot be ex- 
pected to furnish the entire require- 
ments of the farm mortgage market and 
that the exclusion of the large investor 
and the trust estate class by the heavy 
income taxes makes it essential that 
the small investor be educated to the 
purchase of farm mortgages in a 
greater degree than ever if the sup- 
ply of funds for the mortgage re- 
quirements of the country is to be suf- 
ficient. Of course, the indefinite re- 
sult of the agitation to amend the fed- 
eral Farm Loan legislation has for 
years stood in the way of constructive 
effort on the part of private agencies 
to solve the problem. They have not 
felt able to make any costly experi- 
ments until the field was definitely free 
of subsidized competition. It is essen- 
tial that the people of the country 
realize that they are confronted by two 
alternatives only—either government 
monopoly under a government subsi- 
dized system of farm loaning or such 
amendment to the farm loan legisla- 
tion as shall make it self-supporting 
and free from subsidy, thus leaving the 
private agencies in a position to com- 
pete with the federal system on its 
merits.” He believes that with the re- 
moval of such competition the private 
agencies would be able to undertake 
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such methods as would produce con- 
structive results. 


It seems probable that we are defi- 
nitely committed as a nation to a federal 
farm loan system. At least, with the 
larger representation in Congress of the 
farmers, either directly or through the 
various bureaus maintaining lobbies at 
Washington, it seems unlikely that we 
shall see ine some time any such result 
as 1S ggested = abe Necessarily, 
this means that tive octal agencies 
must operate under such conditions as 
exist. While interest rates continue 
high on industrial securities and every 
government is seeking to finance. its 
needs at high rates, there is unquestion- 
ably a difficulty in securing the atten- 
tion of the investor. That every possi- 
ble effort should be put forth to secure 
this is apparent, and the publicity of 
the leading companies is deserving of 
praise. That there might be worked 
out some co-operative system by which 
information regarding the farm mort- 
gage as an investment could be dissem- 
inated through the press seems likely. 
That has never been tried on a broad 
scale. The fact is that many investors 
are unfamiliar both with the real estate 
loan as a security and with the method 
by which it is marketed. 


Before any actual progress can be 
made in building up a clientele of small 
investors this information must be as- 
similated. With the advantages _ at- 
.tached to such investment, it ought to 
be feasible to set it yet more fully before 
the public. Mortgage marketing is to 
become a science if it is to hold its 
deserved place in the financial world, 
and every added suggestion in that 
direction is valuable. 


—-—-(0-—--—- 


Unjust Criticism 

(Concluded from page 47) 
assure for himself this generous rate for 
che next ten years to come. It is during 
times of financial uncertainty that the 
farm mortgage emphasizes its worth, for 
the best security on earth is the earth it- 
self. 


It is a security which does not require 
“listing” on some Exchange to give it 
standing and respectability. If it has 
lacked popularity it is because it is real 
and devoid of thrills—it cannot be twisted, 
worked or manipulated by conscience- 
dead speculators. 


Awake or asleep, the holder of farm 
mortgages need not be afraid of robbers. 

With abundant crops on all sides, with 
experienced and thrifty farmers in 
charge of our rich agricultural lands 
whose values despite temporary depres- 
sion are surely and steadily enhancing, 
with mortgage companies of years of ex- 
perience and highest reputation handling 
the most attractive offerings—who can 
successfully deny that now and ever the 
carefully selected farm mortgage consti- 
tutes one of the soundest securities of 
America? 


Once in a while 
a man gets rich 
thru _ speculation. 
Most of the time 
he is ruined. 


Investors in our First Farm Mortgages 
add to their holdings regularly. For 38 
years no investor has lost a dollar thru 
us. The rate is 7%. Send for offerings 
and Descriptive Pceuatelat et 


E E.J. LANDER & CO. S| 
ESTABLISHED IBB3~ CAPITA & SURPLUS $500,000.00 
GRAND FORKS, NORTH DAKOT, 


ype Sound 7% and 8% MORTGAGES 


an investment, your first consideratien 
Nuneuld be safety; next, rate of interest. Our Geergis 
Mortgages are absolutely seund 
because we make po leans cer 
over half assessed value ef prep- 
erty and we investigate and 
guarantee all titles. The legal 
rate of interest in Geergia is 
8%. A better opportunity has 
never been offered to secure 7% 
and 8% mortgages backed by 
unquestionable security. 6% 
paid on time certificates, 5% 
on demand certificates. Write 
for complete information. 
“ember ef Farm Mortgage Bankers Ass’n of Ameriea 

SESSIONS LOAN & TRUST COMPANY 

Mortgage Bankers Drawer 361 Marietta, Geergle 























Higher Interest Rates 


Owing to a general advance in “aterest 
cates, we shall for a short time at least, 

be able to get Seven Per Cemt for eur 
customers on First Mortgage Leans. 
bi suggest that you take advantage ef 
and arrange to take some of these 

O pe at the higher rate. Good loans 
are offering. Write for Loan List Ne. 77. 


Perkins & Co., Lawrence, Kansas 








ALBERTA FARM 
and EDMONTON CITY - 
8% FIRST MORTGAGES 8% 


We allew premium on U. 8. funds. 
Does that appeal? Write us. 


R. A. HULBERT & CO. 


HULBERT BUILDING 
10363 Whyte Ave. Edmonton, Alberta 


























Why Not Play Safe 


and follow in the footsteps of some 
of our largest investors by placing 
your July funds in Forman Farm 
Mortgage Investments, which have 
stood the test of time for 36 years 
without loss to any investor? 


Thirty of the largest Life Insurance 
Companies, Trust Companies and 
other investment institutions are 
investors in Forman Farm Mort- 
gage Securities. You are playing 
safe if you follow their example 
and put your July funds in Forman 
Farm Mortgage Investments yield- 
ing 7% interest. 

Write now for the July issue of 
Forman Guide to Safe Investments, 
which should bein the hands of 
every conservative investor. 


§ SYéors Without LessTo A Customer 






& 
FARM MORTGAGE 


105 W. Menroe St. 





Chieage, Ill. 
F.W.-7-11-21 
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Guaranty Trust Company 
of New York 


140 Broadway 


MADISON AVE. OFFICE GRAND ST. OFFICE 
Madison Ave. and 60th St. 268 Grand St. 


FIFTH AVE. OFFICE 
Fifth Ave. and 44th St. 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE CONSTANTINOPLE 
Condensed Statement, June 30, 1921 
RESOURCES 

Cash on Hand, in Federal Reserve Bank and 
Due from Banks and Bankers.............. $146,009,560.77 
U. S. Government Bonds and Certificates. ..... 33,448,188.06 
eh El is 5 64k bbe ko apwnsies 70,076,739.62 
EES SEE ee re 37,143,113.05 
Loans and Bills Purchased................... 382,637,732.63 | 
Real Estate Bonds and Mortgages............ 2,680,210.00 
EE EPA TOE OTTERS 1,445,608.64 
Credits Granted on Acceptances.............. 34,595,477.70 
a tii aaruachtigelidiinlilaes 4a clink a nebulae stecbes 8,658,083.41 
Accrued Interest and Accounts Receivable.... _12,311,622.72 
$729,006,336.60 

LIABILITIES 

Py | PE eee $ 25,000,000.00 
I a ious 50s SUS + & Fame pew cemeente > 25,000,000.00 
Ns UE Wo apm 6hmeneunnicne 5,545,372.84 


$ 55,545,372.84 


Accrued Interest Payable and Reserves for 
Taxes and Expenses, and Other Liabilities 





























NR ii biles 6a kca eden cana der 26,369,365.68 
Notes, Bills, and Acceptances Dediscounted 
with Federal Reserve Bank................ 38,145,555.51 
Notes Secured by Liberty Bonds Rediscounted 
with Federal Reserve Bank................ 8,165,800.00 
Acceptances—New York Office.............. 26,744,565.20 
Foreign Offices ............... 7,850,912.50 
Outstanding Treasurer’s Checks.............. 30,774,735.04 
Outstanding Dividend Checks................ 949,355.50 
ee 534,460,674.33 
$729,006,336.60 
Undivided Profits June 30, 1920................ $8,260,509.24 
Undivided Profits Jume 30, 1919................ 4,479,876.83 
Undivided Profits June 30, 1918................ 1,815,361.51 
Kings County Trust Company 
342, 344 and 346 Fulton St. 
JULIAN D. FAIRCHILD, PRESIDENT 
SE. oii does MEA bs ean eknsinienke $500,000 
Surplus and Undivided Profits........... 2,800,000 
Witness 5 Wheaee, ti Vice Presidents 
Thomas Blake, Secretary 
Howard D. Joost, Assistant Secretary 
J. Norman Carpenter, Trust Officer 
Interest Allowed on Accounts Subject to Check. 
Special Rates on Certificates of Deposit. 
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Corn Products 


(Concluded from page 55) 
1920 helps account for the $7,000,000 gain 
in net cash last year. The item of loans 
to affiliated companies used to stand 
around $4,000,000 or less prior to 1919. 
Sale of the Novelty Candy and National 
Starch holdings by court decree helped 
swell the item in 1919 by over $15,000,000. 


It may be interesting to observe that 
the $7,000,000 gain in net cash during 
1920, plus purchase and retirement of $5,- 
000,000 of the company’s own preferred 
stock during the year, was effected by 
over $7,000,000 reduction in (repayment 
of) loans to subsidiaries, and seliing out 
over $6,000,000 of inventories and securi- 
ties—its own securities and others’. 


However, no matter, how the strong 
cash position was acquired, whether 
through available or unavailable profits 
of the business, or through liquidation oi 
capital assets, the strong cash position of 
1921 is here, now, and is a factor to be 
contended with in any reckoning of Corn 
Products. 


Over and above the $7,600,000 net cash 
assets surplus, the company boasted $11,- 
983,000 loans to “affiliated companies,” 
$5,330,000 of its own securities (exclusive 
of $5,000,000 additional in cancelled pre- 
ferred stock), and $4,710,000 in other se- 
curities, to start 1921. 


The strong cash position enables divi 
dends to be paid regardless of actual earn 
ings, or momentary conditions of passing 
business. However, the company had a 
call on its cash by way of the $5,000,000 
contracts for its Kansas City refinery, and 
$2,500,000 contract for its Edgewater, N 
J., new works. It is understood the man- 
\agement has recently cancelled, or rather 
asked for deferred deliveries on, its orders 
for structural materials for these works. 


The drop in corn prices is a boon to the 
company, which was not overloaded with 
high-priced raw materials. In fact, its in- 
ventories of $6,188,530 to start 1921 were 
less than 1920 and 1919, and approximate- 
ly equal the figure to start 1918. Corn 
Products’ inventory peak was $11,226,000 
at the start of 1919. 


Even in the first quarter, the company 
reports earnings at the rate of 7 per cent. 
on the common per year, or more than the 
6 per ‘cent. dividend; but, then, as 
“Seelby” has so often emphasized in Tu: 
FINANCIAL Wortp, a bare profits state- 
ment without a balance sheet is meaning 
less. It is not unlikely that items not 
charged to costs, like equipment and new 
construction, far exceeded the total paper 
profits, resulting in a drain against avail 
able cash resources. Expanded operations 
is a further drain on cash resources. Nor 
is increased operation, alone, good news 
unless accompanied by increased sales! 


If it be true that the company has de- 
ferred its construction work, it would be 
token depleted cash resources, and un 
certainty of business in the proximate 
future. 


The Financial World 





























GUARANTY TRUST REPORT 


The Guaranty Trust Company of New 
York has issued a condensed stafement 
as of June 30, showing total resources of 
$729,006,336.60, with capital, surplus and 
undivided profits aggregating $55,545,- 
372.84, and deposits of $534,460,674.33. 
Substantial reductions are noted in the 
company’s rediscounts with the Federal 
Reserve Bank, now aggregating $46,311,- 
855.51, as compared with $85,489,945.09 
on Feb. 28-of this year, the date of the 
company’s last previous statement, and 
present outstanding acceptances in New 
York and foreign offices of $34,595,477.70, 
as compared with $55,731,926.48 on Feb. 
28. The figure of undivided profits of 
$5,545,372.84 is arrived at after charging 
ff determined losses and setting aside 
reserves for future contingencies. 


Comparative figures of the undivided 
profits account of the company as of 
lune 30 for the last three years are given 
; follows: 


Junie ae Ge... 3 Sees kod $8,260,509.24 
JURA eg ide ninco scm eeniction 4,479,876.83 
Jame ee DRGs. session ach cou 1,815,361.51 


The statement shows cash _ resources 

of $146,009,560.77. 
ek 

DISCOUNT CORP. PROGRESS 

In a recent widely distributed article 
Mr. George E. Roberts said in part: “To 
make dollar exchange the peer of sterling 
xchange in carrying on the world’s busi- 
ness requires, first of all, the establish- 
ment of an open discount market in New 
York with large enough facilities to in- 
stantly absorb any amount of paper that 
may be offered.” It is interesting to note 
in this connection the progress made by 
the Discount Corporation of New York, 
which in thirty months of establishment 
has discounted and resold to investors an 
aggregate of $3,555,696,664 of acceptances. 
The June 30th report shows acceptances 
discounted as $62,159,168.96, cash and due 


from banks $2,553,738.39. Undivided 
profits for the period total $768,639.77. 
x * * 


BRITISH ISSUE 
Sir Robert Horne, chancellor of the 
exchequer, announced in the House of 
Commons that he had decided to offer for 
ubsecription an issue of 5% per cent 
treasury bonds maturing April 1, 1929, at 
a price of 97. 
* * * 
BANK CALL 

Controller of Currency has issued a call 
or the condition of national banks as of 
lune 30. The New York State Superin- 
tendent of Banks has also called for the 
mdition of banks, trust companies and 
private banks as of June 30. 
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PROFIT INCREASE 
The Bush Terminal Company in 1920 
earned a surplus after taxes and other 
charges of $872,055. This was the equiva- 
lent after preferred dividend allowance 
of $1,147 a share on the $6,398,806 of com- 
mon stock, against $1,096 a share on $6,- 
090,905 outstanding in 1919. 
. &* 
STANDARD FILM FLARES UP 
Such prominent men as Anthony J. 
Drexel, Jr., son of the famous Philadel- 
phia banker, and Eliot Norton probably 
regret very much the acquaintance they 
formed with the smooth promoter, Louis 
B. Jennings, for they find themselves 
again indicted on the charge of over- 
selling stock in the Standard Film Cor- 
poration into which they were drawn 
as officials through this unfortunate con- 
nection. Attorneys for both Mr. Drexel 
and Norton state that the charge is but 
a technical one. Three years ago the 
company was under investigation by the 
District Attorney, but no prosecution re 
sulted. The Standard Film Corporation 
it has been proven, was but a stock-sell- 
ing scheme, out of which Jennings and 
stock salesmen profited the most. 
* *x * 
UTAH GIVES RICE A REFUGE 
Utah has given a permit to George 
Graham Rice to establish an office in 
Salt Lake City despite the protests of 
the State Chapter of the American Min- 
ing Congress. Rice had tried to find an 
asylum in California, but the State 
authorities were firm in their resolve 
to keep the gates closed against him. 
Powerful political influence must have 
helped the arch financial faker breaking 
through the law the legislature of Utah 
designed to protect investors. Igno- 
rance of the man’s vicious character 
cannot be pleaded, for it is too well 
known throughout the country. Even- 
tually Utah will hang her head in 
shame for having provided Rice with 
a domicile, for it is certain before he 
ends his activity within her boundaries 
he will add a number of mining 
swindles to his already long list. A 
Blue Sky law that will allow a felon 
thrice convicted for fraud a refuge to 
carry on his nefarious trade is worse 
than no law designed to protect in- 
vestors. 
* * * 
SWITCHING BONDS 
Many holders of United Kingdom 5™%s 
are cashing in their debentures at 100— 
the notes having been called for payment 
ahead of their maturity, which is Novem- 
ber 1, 1921. Investors are applying the 
proceeds in taking up higher-yield do- 
mestic and foreign bonds where 7 and 8 
per cent. returns abound. 





Wall Street 


(Concluded from page 59) 
The bankers who believe with Mr. Hays 


that prosperity is due and will stay with 


us a long while, strangely enough, did 
little, in the first half of 1921 to stay the 
onslaughts of the numerous bear combina- 
tions which so successfully brought down 
stock values. Most of them realized, no 
doubt, that the declines, were inevitable in 
view of the numerous dividend reduc- 
tions which were on the cards, but they 
now feel, or at least the most influential 
among them do, that successful resistance 
can be made to any further raids which 
may be planned by the bears who feel that 
there is still much market plunder ahead 
of them. One of the means of opposing 
the short sellers is the declaration of the 
regular dividends on the Great Northern 
and Northern Pacific stocks. Much en- 
couragement has also been given Wall 
Street's leading bankers by the declara- 
tion of the Harding Administration of 
its fixed purpose to co-operate with the 
leading financiers of America in stabil- 
izing international finance and assisting 
foreign trade in every legitimate manner, 
as well as bringing every department of 
the Government to bear in efforts to as- 
sist the railroads to get back onto their 
feet. The Interstate Commerce Commis- 
sion has been especially energetic in op- 
posing all schemes to hamper or embar- 
rass the carriers, and every decision in 
the last few months has been indicative 
of that purpose. Few people realize the 
significance and importance of the sev- 
eral interviews between the Chief Execu- 
tive of the nation and the bankers in the 
last month or so, but Wall Street is keen- 
ly alive to the import.of all that has 
‘gone on at these interviews. These con- 
ferences signify that the Harding Admin- 
istration has expressed itself in no uncer- 
tain way in favor of measures which are 
calculated to inspire the capital of the 
country with confidence, and ‘that Big 
Business and Big Banking will never be 
discriminated against, as was the case un- 
der the previous administration. These 
interests have given a pledge that the Gov 
ernment will not have any occasion in the 
near or remote future to attack them. 


x * * 


There are some pessimists left, to be 
sure. Some of these assert that the hope 
of an early prosperity is illusory, and 
that the steel trade, usually a good barom- 
eter of the trend of business, cannot revive 
inside of a year in any real degree, and 
that we may soon be involved in war with 
Mexico as the result of the stubborn resist 
ance on the part of President Obregon’s 
Administration to efforts of the Washing 
ton government tp obtain justice for 
American capital in our sister republic to 
the south of us. The alleged unrest 
among the working classes is also dwelt 
upon with considerable emphasis by the 
prophets of evil. This is an old story, 


however, and is not as effective as it was 


earlier in the year in arousing fears and 
disturbing sentiment. 
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Maracaibo recovered from 18 low to near 23; Boston-Wyoming 

from under 50c. to over 60c. Carib broke to a new low at 4% on Thursday after 
announcement that stockholders had ratified proposed option and delivery of control 
to Texas Co. Industrials were mildly active. Sweets Co. was rather heavy above $3, 
and Glen Alden Coal sold down to $35; Car Light & Power recovered from 75c. to 


near $1. 
Carib Syndicate, Ltd. (N. Y., 1915) 


Cameo Analysis: by “Horace Scope” 
Authorized capital doubled in November, 1919, to 8,000 shares, par $25. Issued stock, 3,- 


738 shares, par $25, as of end of 1919, including 438 shares sold at $2,000 a share, supplying 
75,000 working capital Oct., 1919. That equals 373,800 “‘subshares.” New stock i 


NUMBER of outside oils rebounded sharply after last week’s upswing on the 
A inside market 


Capital Furnished 


old established concerns through the sale of 
their securities. We have facilities for quickly 
disposing of high grade issues. Corporation 
must have satisfied list of stockholders and cus- 
tomers. No promotions considered. Ask for WF. 


I. D. NOLL & COMPANY 
170 Broadway, New York 











STOCKHOLDERS LISTS 
in Over Two Thousand Corporations 
Write for catalog. 


WM. JONES 


Auditors, Inc. 
116 Broad St. New York City 
Tel. Bowling Green 8811-8812 























DIVIDENDS 





since, if any, unknown (actual issue 527,800 subshares ?) 

Actual stock not traded in since Oct., 1919, but escrowed: trustees, Carl MacFadden 
(chairman). There were created 100 “‘subshares,” par 25c, for each share in Nov., 1919. It 
is the subshares that are traded in. 

Controlled by Mr. MacFadden, a former Beaumont, Tex., operator, whose rise has been 
meteoric. He has secured the assistance of the Doherty (Cities Service), Texas Company, 
Royal Dutch, General Asphalt, United Fruit and other interests in financing the development 
of the various Carib concessions, enumerated below. 

Business: Owns various land concessions in Colombia, with options and part interests in 
others in Colombia, Venezuela and Panama, aggregating about 8,000,00 acres. Investiga- 
tions in Peru, Ecuador and Bolivia abandoned. Is not financed to produce oil nor develop 
the properties. Its aim has been to have fore-mentioned big interests undertake to develop 
the various concessions, through subsidiaries, in which the Carib has a stock interest. 

Earnings: Dividends: None to date. Having only a stock interest in subsidiaries (not 
royalty interest in actual oil), only income is possible dividends, if any, which are improb- 
able for years to come. Meanwhile taxes, commissions, investigations of and acquisition of 
new concessions and equities is a source of expense. 

(Maine, 1921) 


Proposed “Carib Company” 
7 and approved sale of all the assets to 


A special stockholders’ meeting convened July 
a new corporation, the Carib Co., of Maine, with 10,753 shares capital, par $25. The Carib 
Syndicate will own 49% or 5,278 shares, being all the issued stock. The Texas company 
will have an option on the other 51%, which, when and if exercised, calls for $5,000,000 pay- 
ment by the Texas Co. to the Maine company for working capital. In the meanwhile the 
Texas Co. will exercise control with 7 out of 11 directors of the Maine company, and will 
lend unnamed sums said to be up to $250,000 a year during the option, to meet expenses in 
holding the concessions and for “expansion.” Nothing appears in any published statement 
as to the Texas Company “developing” the concessions. Duration of the option is not pub- 
lished, but may be renewed. 


A few years ago Carl McFadden, an 
old-time Texas oil operator of Beaumont 
days, went down to South America and 
secured vast presumptive oil land conces- 
sions in Colombia and Venezuela. He in- 
duced his friends to buy stock at $25, and 
all in all $75,000 was raised on about 3,- 
000 shares. When Colombia became the 
center of the struggle for world oil su- 
premacy in 1919-1920, that stock went to 
$5,800 per original share. 


The principal holdings and equities of 
the mysterious “Carib Syndicate,’ never 
heretofore published, include: 


acres, all in Colombia, held by the Carib 
Syndicate proper. 


(d) Sixty per cent. interest in Equa- 
torial Oil Co., which partly owns and part- 
ly has options to buy 225,000 acres con- 
cessions in Colombia. The lands “ad- 
join” the 2,000 square mile DeMares con- 
cessions of the Tropical Oil Co., bought 
1920 by the International Petroleum Co. 
(Standard Oil), 450 miles up Magdalena 
River. 


(e) In Panama bought in 1919 an 80 
per cent. equity in 50,000 acres oil rights, 
and owns 200,000 acres oil rights addi- 
(a) Twenty-five per cent. interest in tional in Panama. 
Colon Development Co. bought 1919. The 
other 75 per cent. is owned by the famed 
“Burlington Investment Co.” or joint pool 
of Royal Dutch and General Asphalt. The 
Colon owns the Vigas concession or oil 
rights on 4,500,000 acres in Venezuela, 
including the entire state of Colon. Im- 
portant big wells have been brought in. 
The pools, however, in the mountains 
near the Colombia boundary, are remote 
from existing transport to seaboard. 


If the new deal with the Texas Com- 
pany be ratified and effectuated it will 
assure the latter at a reasonable figure 
vast “potential reserves” for a number of 
years over which its options may run. 
Should oil strikes develop, and of suffi- 
cient magnitude, and should the Texas 
Company exercise its option, ultimately, 
the stock may then become very val- 
uable. 


It is obviously a speculation. 
(b) Twenty-five per cent. interest in 
“Colombian Petroleum Co.,” to which the 
Carib Syndicate turned over its Barco 
This is 1,300,000 acres in the 
mountain district across the 
boundary from the Colon concession in 
Venezuela. The Cities Service or Henry 
L. Doherty interests for the other 75 
per cent. will develop this tract. 


Present market value approximates $3,- 
000,000 around $6 a share (sub-share). 
High was $58 per sub-share in late 1919. 
High in 1920 was $53 in June. It dropped 
to $534 low in December 1920, after ex- 
piration of stock pools, recovering to $1034 
in January, high this year to date. The 
$6 figure for Carib imposes over $20,- 
000,000 recent valuation on the Vigas 
(Colon) and Barco (Doherty) conces- 
sions. 


concession. 
Colombian 


equities, 
2,000,000 


and 
about 


concessions 
aggregating 


(c) Minor 
scattered, 
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THE PACIFIC TELEPHONE AND 
TELEGRAPH COMPANY 

The regular quarterly dividend of One and 
50/100 Dollars ($1.50) per share on the issyed 
Preferred Capital Stock of this Company has 
been declared to stockholders of record at the 
close of business on June 30, 1921, pazeere en 
July 15, 1921, and the stock books of the Com- 
pany declared closed for Preferred stock trans- 
fers from July 1, 1921, to July 15, 1921, beth 


days inclusive. 
T. V. HALSEY, Secretary. 





MIAMI COPPER COMPANY 
61 Broadway, New York 
DIVIDEND NO. 36 
July 5, 1921. 

The Board of Directors of Miami Copper Com- 
pany have this day declared a dividend of 50c. 
per share, for the quarter year ending June 
30th, 1921, on the capital stock of the company, 
payable August 15th, 1921, to stockholders of 
record at the close of business on August Ist, 
1921. Books will not close. 


SAM A. LEWISOHN, Treasnrer. 





American Telephone & Telegraph Co. 
127TH DIVIDEND 
A quarterly dividend of Two Dollars and 
Twenty-Five Cents per share will be paid on 
Friday, July 15, 1921, to stockholders of record 
at the close of business on Monday, June 2, 


1921. 
H. BLAIR-SMITH, Treasurer. 





° - . 
American Gas and Electric Co. 
PREFERRED STOCK DIVIDEND 

New York, June 15, 1921. 

The regular quarterly dividend of one and one-half 
per cent. (144%) on the issued and outstanding PBE- 
FERRED capital stock of American Gas and Electric 
Company has been declared for the quarter ending July 
31, 1921, payable August 1, 1921, to stockholders of 
record on the books of the Company at the close of 
business July 15, 1921. 
FRANK B. BALL, Treasurer. 





INTERNATIONAL PAPER COMPANY 
New York, June 29th, 1921. 
The Board of Directors have declared a reg- 
ular quarterly dividend of one and one-half 
per cent. (14%%) on the preferred capital stock 
of this Company, payable July 15th, 1921, to 
preferred stockholders of record at the close of 
business July 8th, 1921. 
OWEN SHEPHERD, Treasurer. 


July 6, 1921. 


SUPERIOR STEEL CORPORATION 


At the regular meeting of the Directors of 
the Superior Steel Corporation a quarterly 
dividend of 2% was declared on the First Pre- 
ferred Stock, payable ee 15, 1921, to stock 
holders of record August 1, 1921. 

H. D. SARGE, Secretary. 


SUPERIOR STEEL CORPORATION 


July 6, 1921. 
At the regular meeting of the Directors of 
the Superior Steel Corporation a quarterly 
dividend of 2% was declared on the Second 
Preferred Stock, payable August 15, 1921, to 
stockholders of record August 1, 1921. 
H. D. SARGE, Secretary. 


SUPERIOR STEEL CORPORATION 


July 6, 1921. 
At the regular meeting of the Directors of 
the Superior Steel Corporation a quarterly 
dividend of 75c. per share was declared on the 
Common Stock, payable Aug. 1, 1921, to stock- 
holders of record July 16, 1921. 
H. D. SARGE, 











Secretary. 








The Financial World 



























Something 
Worth Preserving 


You want The Financial World, 
otherwise you would not subscribe. 
Then why not keep the copies intact? 
Surely the interesting articles and 
financial news are worth preserving. 


We can furnish Financial World 
Binders, large enough to hold one 
volume of Financial Worlds, with 
the name of The Financial World, in 
gold on the cover, for 


$2.10, pestpaid. 
Address: 


THE FINANCIAL WORLD 
29 BROADWAY NEW YORK 














DIVIDENDS 





DIVIDEND NOTICE OF 


AMERICAN LIGHT & TRACTION CO. 


The Board of Directors of the above Com- 
pany at a meeting held July 5th, 1921, de- 
clared a CASH dividend of 1% Per Cent. on 
the Preferred Stock, and CASH dividend of 
1 Per Cent on the Common Stock, and a 
dividend at the rate of one share of Common 
Stock on every One Hundred (100) shares of 
Common Stock outstanding, all payable August 
Ist, 1921. 

The Transfer Books will close at 3 o’clock 
P. M. on July 14th, 1921, and will reopen at 
10 o’clock A. M. on July 29th, 1921. 

C. N. JELLIFFE, Secretary. 





OFFICE OF THE CONSOLIDATION COAL CO. 
New York, N. Y., July 5, 1921. 
The Board of Directors has declared a quar- 
terly dividend of One and a Half Dollars ($1.50) 
per share on the Capital Stock, payable July 
%th, 1921, to the stockholders. of record at the 
close of business July 15th, 1921. The transfer 
books will remain open. Dividend checks will 
> iled. 
oe 7. K. STUART, Assistant-Treasurer. 


KELLY-SPRINGFIELD TIRE CO. 


The Board of Directors has this day declared a quar- 
rly Stock Dividend of Three Per Cent. (3%) on the 
mmon Stock of this Company, payable in Common 





stock of the Company August 1, 1921, to stockholders 


f record at the close of business July 15, 1921. 
A certificate of Common Stock or a Warrant repre- 
nting a fractional share of Common Stock, or both, 
n payment of the Stock Dividend will be mailed. 

Cc. P. STEWART-SUTHERLAND, Secretary. 
Dated, New York, July 5, 1921. 


KELLY-SPRINGFIELD TIRE CO. 


A Quarterly Dividend of TWO DOLLARS ($2.00) 
PER SHARE on the Eight Per Cent. Preferred Stock 
of this Company has been declared payable August 15, 
1921, to stockholders of record at the close of busi- 

ss August 1, 1921. 

c. P. STEWART-SUTHERLAND, Secretary. 

New York, July 5, 1921. 








MONONGAHELA POWER & RAILWAY CO. 
Fairmont, West Virginia 

Tune 18, 1921. 

The Board of Directors of this Company has 

iy declared a dividend of 37%4c. per share 

its new Preferred stock, payable July 8, 1921, 

Stockholders of record at the close of busi- 

s June 30, 1921. or 

The transfer books will remain open. Divi- 
nd checks will be mailed. 


WALTON MILLER, Treasurer. 





UNITED STATES RUBBER COMPANY 
1790 Broadway, New York 

July 7, 1921. 
The Board of Directors of the United States 
Rubber Company has this day declared from 
net profits a quarterly dividend of two per 
nt. (2%) on the First Preferred Stock of the 
mpany, to Stockholders of record at 3 P. M., 
Friday, July 15, 1921, payable, without closing 

the Transfer Books, July 30, 1921. ’ 

W. H. BLACKWELL, Treasurer. 





EUROPEAN LOANS OF AMERICAN R. R. 
Maxwell B. Smith, 16 Exchange Pl., N. Y. 


FGDC BG BOA arses cecasavees 47%, 48% 
French Vie Se, 1916... score. 60% 61 4 
French Prem 5s, 1920 .......... 68% 69° A 
Brasil 46, 1880 ....sccowcssevocee € BF 34 
Brasil 48, 2000 2.260000. sevcccs GLe 82% 
Brasil 46, 1910 ..ccocceccccessere 31% 3214 
Brasll G568, ..ccccieccovccsvesesie 34 351% 
razil Ge, WO ..cccccsccveccee 42 431, 
nt Pac 4s, BE L 4s............-. 524% 58% 
M & St Paul 4s, 1925. i 47 


July 11, 1921 

















FOREWORD 


Intelligent and successful investing is based upon a thorough knowledge 
of security values. 


_ Such knowledge is best acquired by reading constructive financial 
literature, prepared by individuals who are authorities of their subjects. 


Every week we list many instructive booklets, circulars and periodicals 
on investment and other subjects, published by reputable investment 
bankers, which we believe will be of interest and benefit to our subscribers. 


Below is a list of literature now available. 


To obtain any of the booklets write to the issuing houses and mention 


Tue Financia Wortp and the date in which the literature you desire 
was listed. 


ON BONDS 

S. S. Kresge Co. Notes.—A descriptive circular discussing this se- 
curity, which at present prices yields 7.50%. Merrill, Lynch & 
Co., 120 Broadway, New York. 

South and Central American Government Bonds.—Discussed in 
circular issued by American Express Company, Securities 
Department, 65 Broadway, New York. 

Bonds for Investment.—A circular containing over 160 attractive 
issues. Harris, Forbes & Co., Pine Street, corner William, 
New York. 

Choice Canadian Municipal Investments.—Listed in circular issued by 
Eastern Securities Company, Limited, 92 Prince William Street, 
St. John, N. B., Canada. 

Investments to Be Found in High-Grade Industrial Corporations.— 
Described in circular issued by Kidder, Peabody & Co., 18 Broad 
Street, New York. } 

Monthly Survey of Investment Conditions—A special circular. 
Blodget & Co., 34 Pine Street, New York. 


ON STOCKS 


Studebaker Corporation—An analysis of the Company’s status and 
prospects. W. E. Hutton & Co., 60 Broadway, New York. 

Selected Stocks.—Special letter reviewing 22 carefully selected 
stocks. E. W. Wagner & Co., 33 New Street, New York. 


MISCELLANEOUS 


The Railroad Situation—A special circular discussing the present 
position of railroad shares and their prospects for the future. 
Prince & Whitely, 52 Broadway, New York. 

Foreign Exchange.—A booklet explaining in detail the many varied 
phases of foreign exchange. Wm. H. McKenna & Co., 25 Broad- 
way, New York. 

Pound Sterling and Its Price—A monogram discussing this subject. 
Paine, Webber & Co., 25 Broad Street, New York. 

German Bond Register.—A copy free to holders of such securities. 
Robert C. Mayer & Co., 120 Broadway, New York. 

The Truth About Arkansas.—A special report prepared by Wm. R. 
Compton & Co., 14 Wall Street, New York. 

Byllesby Monthly News.—Interesting booklet issued each month by 
H. M. Byllesby & Co., 208 South La Salle Street, Chicago, Il. 

American Woolen.—Weekly Financial Review discussing history, 
earnings, dividends and outlook. Thos. H. Cowley & Co., 115 
Broadway, New York. 
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New York Stock Exchange 

















Representative active stocks as of close Friday, July 8, 1921. $344 Kennecott Copper ............ 19 19% 
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48 27% Baltimore & Ohio............. 388i, 37% 124% 55 OE ere rr 46% 4% 
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70% 47 ue aera 54 53% 48 20 Sinclair Con Oil ............+. 20° 19% 
14 65% SE WO, osc paeceasss ca 7% % 118 88% Southern Pacific .............. 73% 75 
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ee eee ee oe. ee ‘American Gas & Electric com.. 98 101 Armour Leather ..............4. 2 @ 
National Dairy Co pfd.......... 75 85 oe he aya ow awee 4H Stewart Warner ................. 24 25 
National Supply com............115 130 eg laa aera ” ; Diamond Match ................. 98 100 
National Supply pfd.............100 — Tare — oe 
Ohio State rer Pt SSP uRIS bane: 29 20 *Par value, $50. DUE bweltan Sie Ks chi owshdiddenn eh 90 91 
Ohio Btate Tel pfd............... 90 CINCINNATI QUOTATIONS NONE) MOEN 5 5 oben os cn owacc cee 42 43 
Owens Bottle com...... vin wine 29 30 y VS } y Tire & R re es ae 0 
Owens Bottle pfd, ex-div a m1, Westheimer & Company 824 & 826 Walnut Connyee ~ioa & none ee pis os 
Paragon Refining com...... wo. 12% 5 > Street, Cincinnati, Ohio. Goodyear Tire & Rubbe1 p eee ) ea 
Paragon Refining pfd....... oa" 93 Members N. Y. Stock Exchange. Firestone Tire & Rubber pfd.... 60 65 
Toledo Machine & Tool com. 10 45 Bid. Asked, Fisher Body of Ohio com........ 18% 19 
Toledo Milling Machine com.... - 1% Amer Laund Mach com.......... 65 75 Fisher Body of Ohio pfd....... = 62 63 
Toledo Milling Machine pfd..... 55 65 Amer Laund Mach pfd .......... 98 8 Peerless Truck Motor........... 25 26 
: Amer Rolling Mill com Cee ae Se 2934 30 Brier Hill Steel ee 17 
Bonds Amer Rolling Mill 7% pfd 941, 95 + ly, sgl lala aaa dead @8 
Commonwealth Bldg Co 5s...... 87 92 Concinnall Ualan te ~AR a -° Py 113 Miller Rubber pekineah setae eens ces — i 
Cuvahoga Telephone 5s o@1 98 espe hee oa oy os ‘ of Youngstown Sheet & Tube com.. 56 —_—64 
‘ uy a loga é ae phone os. ssereceee DUA pt Fleischmann pfd soccer vccesccccse & 88 89 Youngstown Sheet & Tube pfd. 104% 110 
loledo Gas, Elec & Htg 5s...... 40 55 CIghe CEREIEES ..;... 5 soseus sadn 3% — > A "e5bhe ene ‘ 9° 
fh ; . Tle oo oe . , . Sherwin Williams pfd........... 90 92 
Toledo Heating & Light......... 9 9914 Gruen Watch Co com............ 152% — Ohio State Telephone............ 12 18 
Toledo & Western Ry 5s........ 15 25 Gruen Watch Co ist pfd........ 101 105 Avideenn ONES oS la alia Wy 1% 
a _ . - Gruen Participating pfd ........ 134 —_ Cane Mier Gas. .... <s<sxsiccs seuss 29 24 
STANDARD OIL pray nay Pittsburgh Brewing ............ — 2 
Carl Hl. Pforzheimer & Co., 25 Broad Street, DIVIDENDS DECLARED JULY 1-8 Standard Steel cor iin ead Sea ae ew TH0 1000 
New York C ity Rate Per- Stock of Pay- eo. ee re 90 95 
Bid. Asked. P,.C. riod. Record. able. Carbon Steel .............-...00- 18 21 
Anglo-American Oil Co, Ltd... 16% 17 Borden Co pfd.... .. 1%, Q- Sep. 1 Sep. 15 American Light & Trac com..... 80 82 : 
Atlanti Refining Company 825 850 3orden Co “a 1% Q Dee. 1 Dee. 15 NT rrr rere ee (28% ; 9414 
Atlantic Refining Company, pfd 106 109 Borden Co com...... 4 S Aug. 1 Aug. 15 Ford Motor of Canada........... 260 265 
Borne-Serymser Company . 340 360 Miami Copper...... 5dec Q Aug. 1 Aug.15 TE ND Osho rans oh ewe OecuD 16 17 
Zuckeye Pipe Line ............ %7 80 Milwaukee El Ry & Packard Motor pfd.............. 59 61 
Chesebrough Mfg Co Cons . 160 170 Tle. (eras 1144 Q July 20 Aug. Paige Detroit Motors com....... 14% 15% 
Chesebrough Mfg Co Cons pfd 96 99 National E & S pfd. 1% Q Sep. 10 Sept. ss Paige Detroit Motors pfd....... 55 60 
Continental Oil Company ..... 108 112 National E& S com 1% Q Aug.11 Aug. 31 Parke DAViG «ones ccccsscccsvoce 80 85 
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| GET THESE GUIDE 
| BOOKS TO BARGAIN 
SELECTIONS 





Use attached coupon 
to get these valu- 
able books, free. 


Financial World Research Bureau, 


29 Broadway, New York City 





[ Gentlemen: 
i You may send me a copy of “Why a Report on 


; Low-Priced Stocks,” describing your report, and 
5 your special offer. 


Name .. ‘ ou gaa a Kaa ae eee eae a 


Address .. ee MN eR een ae Ee a er 





Before the Market Advances Further! 










Thousands of copies 
have been distributed 
to discriminating 
investors. 


WIDE choice of real bargains 
is offered in the present market. 


Intelligent selection will undoubtedly 
be rewarded by handsome profits in 
the next cycle of rising prices. 


Are you going to take advantage of 
the opportunity? 

If so write for these free books and 
learn how to go about choosing the 
best stocks by scientific elimination 
tests. 


The Financial World 


Research Bureau 


Reveals the Facts the Stockholder Ought to Know 


29 Broadway New York City 
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CITY OF NEW YORK 


CONDENSED STATEMENT 


AS OF THE CLOSE OF BUSINESS JUNE 30, 1921 
RESOURCES LIABILITIES 


& 


ANTUANADS YUALLAVEMLA SPT 


Ht 








Loans and Discounts. . $101,994,404.08 Surplus and Undivided Profits... 8,404,075.45 


: Dividend Payable July 1, 1921.... 280,000.00 
United States Bonds Unearned Discount ; eal 725,378.88 
Reserve for Taxes and Interest... 415,529.08 
Other Bonds (market value) 6,485,000.00 Figs oo ---.---  4,596,245.00 
cceptances executed 
Federal Reserve Bank Stock..... 360,069.00 Customers ... : 824,335.64 
(After deducting $135,334.12 held 
Other Stocks (market value).... 618,711.19 by bank.) 
en Loans held for Customers 5,804,200.00 
Customers’ Liability Account of Dis Diechie, Gétenl Ssenws 
Acceptances eed 774,474.70 Bank 


Loans held for Customers..... 5,804,200.00 Rediscounts with Federal Reserve 


Bank : None 
CASH and EXCHANGES... ..... 29,601,831.18 DEPOSITS 7 "" 195,643,857.10 


(market value) 


PUTA LLU LL 
MMR LULA MUU ULL 


HNLVOUANULOULAASUA 


None 








IHNOUUSAQONLAQNOUUA 


$153,693,621.15 : $153,693,621.15 
Main Off.cc: 149 Broadway, corner Liberty St. 


Branches: Battery to Bronx 


Broadway and Howard St. Fifth Ave. and 33rd St. Bro_dway and 105th St. 
Bowery and Grand St. 57th St. and Third Ave. Lenox Ave. and 116th St. 
Ninth Ave. and 14th St. Broadway and 6lst St. 125th St. at Lenox Ave. 
Broadway and 18th St. 86th St. and Lexington Ave.’ Broadway and 144th St. 


T: encourage neighborhood thrift, we invite the opening of 





accounts in our SPECIAL DEPOSIT Department, which we 
conduct at each of our Branch Banks throughout the City. 


One Hundred Years of Commercial Banking 
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